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ra asymbol of Strei engin 


Fer centuries, ine castle keep — the 
tower — has exemplified strength 
and safety. Tre keen is a fortified 
point of perspective from which the 

, approaching forces could be seen. 
That's why we adopted a stylized 
version of this timeless icon as our 
corporate symbol — to visuaily 
convey our long-term commitment to 
protecting the investments entrusted 
_to our care. The castle keep also 
strongly reinforces cur slogan, 
Building Financial Independence. 
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Working closely with our valued partners — independent financial advisors, shareholders, 
mutual fund owners and our employees — Mackenzie has been proudly Building 
Financial Independence for Canadians since 1967. Together, we've built Canada’s fourth 
largest mutual fund company: a widely held, publicly-traded organization. 


PERFORMANCE 


Based on our reputation and performance, one million North Americans have entrusted us 
to manage over $22 billion of their investments. They confidently rely on our teams of 


money managers to protect and increase their wealth. 
Me deQy iC Ie 


More than 22,000 independent financial advisors have come to know, trust and recom- 
mend Mackenzie funds to investors. So that these advisors can best serve their clients, our 
800 employees provide them with industry-leading sales support, educational programs, 
relevant products and efficient service. 


SWECHESS 


The Your Company profile on pages 4 and 5 provides a summary of our businesses. In 

addition to our Canadian mutual fund business, we operate three subsidiaries: 

¢A U.S. mutual fund company that specializes in international and emerging growth funds 
offered to the world’s largest financial market; 

e A Canadian trust company that provides independent dealers with a broad range of 
financial products; 

eA dealer-focused administrative business that manages Canada’s largest portfolio of inde- 
pendent, self-directed retirement and investment plans for dealer clients. 
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Managing Growth 


Record Revenues 

and Operating Cash Flows 

before changes to non-cash 

balances related to operations 

(in millions of dollars) 

22.1 369 
E22] Operating cash flow 


GI Total revenue 


Increasing Assets 
Under Management 


(in billions of dollars) 


269 
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Higher Net Earnings 


(in millions of dollars) 


Improved Cash Flow 
Per Share 


before changes to non-cash 
balances related to operations 


Serving our Shareholders 


Building Value Increasing Dividends 
Price per Mackenzie share Dividends per share 

at March 31 (in dollars) 

(in dollars) 


20.25 


6.63 


97 


(in dollars) 
2.79 
Contribution from 
Midland Walwyn Inc. 
EMM Mackenzie Financial 
2.13 Corporation 
£ 
9% 97 
Strong Earnings Return on Equity 
Earnings per share (percent) 
(in dollars) 
20.3 
Contribution from 
Midland Walwyn Inc. 
HE Mackenzie Financial 
Corporation 15.0 
Qe meet 
esol CO 
3% 
95 96 97 
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Fiscal 1997 wasan exceptional 
year for Mackenzie Financial Corporation, 
with many record achievements. Some of 
those achievements resulted from rigorous 
planning processes and diligent execution 
by our employees; others exceeded even 
our own expectations. 

As the financial highlights on the 
Opposite page indicate, we reached record 
levels for assets under management, rev- 
enues and net earnings. Underlying each 
of those measurements were solid 
Ee: advances by our core mutual fund busi- 

cae nesses in Canada and the United States, 
and profitable years by each of our other business units. Highlights of their operations are 
summarized on the following pages, and reviewed in greater detail in the accompanying 
Management’ Discussion and Analysis of Financial Condition and Results of Operations. 

We continue to be optimistic for the prospects for your Company as we continue our 
planning to the end of this century. Our assets under management and revenues have 
benefitted greatly from the recent strong stock and bond markets in North America, and 
from the demographics of our North American fund investors who are dedicating 
increasing segments of their savings and investment assets to mutual fund investing. 

Stock and bond markets will not keep up their recent pace indefinitely. In any period 
of market decline, our challenge will be to protect investors assets from significant loss 
and ensure that we are able to operate efficiently on lower volumes. We believe we have 
the people and disciplines in place to do so. Also, we have increased our efforts in recent 
years to diversify away from sole dependence on assets under management as the source 
of our operating revenues. We expect fiscal 1998 to be another successful year for the 
Corporation, but probably with more moderate gains in most areas than 1997. 

On behalf of the Board of Directors and the more than 800 employees throughout our 
organization, thank you for your continuing support. 


ALEXANDER CHRIST 
President and Chief Executive Officer 
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= CANADIAN: MUTUAL! FUND: BUSINESS << 


Poi Mackenzie 4 4CKENZIE FINANCIAL SERVICES INC. 


During fiscal 1997, we achieved record asset growth from unprecedented 
sales and solid investment performance. We strengthened the Mackenzie 
brand franchise in numerous ways, including investing in administrative 
support systems to improve service and information and launching a 
major continuing education program for financial advisors. We will con- 
tinue to provide innovative products that meet 

investor needs, while improving service and Why 


reducing costs. 


PHIL CUNNINGHAM 


President 


TU El BUSINES 


Milvy Mackenzie \ 44 CKENZIE INVESTMENT MANAGEMENT INC. 


During the past year, we posted several significant accomplishments: we 
increased our asset base by over 80%, launched three new funds, placed 

9 of 10 international funds in the top half of their peer group andwere . 
ranked number one for client service in our fund category. 


MICHAEL LANDRY 


President 


SELRUSTZANDZADMINIS: 


SUSINESSE 
M.RS. TRUST COMPANY AND 
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During fiscal 1997, we improved the quality of our real estate loan port- 
folio and expanded our RRSP loan program. We developed innovative, 
securitized financing tools for mortgages and RRSP loans. We provided 
dealers with enhanced education and service, and established M.R.S. 
Securities Services Inc. to serve our investment dealer clients. 


Sale Mancleg ros ibes 7 


ALLAN WARREN THERESA CURRIE 
President President 
M.R.S. Trust Company Multiple Retirement Services Inc. 
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Senior Executives Financial Summary 


Fund Assets Net Sales Contribution to 


(in billions of dollars) (in billions of dollars) Corporate Earnings 
(in millions of dollars) 


17.2 2.8 ‘40.2 
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L to R: Laurie Munro, Mark Tiffin, 


John Rothwell, David Feather 


Senior Executives Financial Summary 
Fund Assets Net Sales Contribution to. 
(in billions of dollars) (in billions of dollars) Corporate Eaaning= 


(in millions of dollars) 


3.9 1.4 10.2 


Products and Services 
We added two new funds, 
bringing the total to 37 in 
three families. We offer a full 


range of services, including 
STAR, RRSP and RRIF 
programs, and pension 


Speak: 


Strategic Asset Allocation 


Products and Services 
We manage and distribute 
twelve international equity 
funds, three U.S. domestic 
equity funds and two fixed 
income funds under the Ivy 
banner. We also serve as 
sub-advisor to six Universal 


1.5 1.6 97 mutual funds offered by 
3 3 13, Mackenzie Financial to 
¢ ry : ra 5 . 
: ic us) : Canadian investors. 
£ “al A 0 3 & 
: 4 to] pa $ z 
ns : Re 95 97 93 94 95 96 97 Ce} ek Oy ey &P/ 
L to R: James Broadiaen Keith Carlson, 
William Ferris 
Senior Executives Financial Summary Products and Services 
: RET ES TA Monge ip and pees of RRSP Contribution to «Loans for RRSP contributions 
ersonal Loans ccounts Corporate Earnings 
Administered ; c 4 ' : Mortgages 
fe sibs (in thousands) (in millions of dollars) 
(in billions of dollars) eGuaranteed Investment 
Ee MRST ; 
cea ieee ae) 3.7 Certificates (GICs) 
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Self-directed registered plans: 

«Registered Retirement Savings 
Plans (RRSPs) 

«Group RRSPs 

*Registered Retirement Income 
Funds (RIFs) 

eLife Income Funds (LIFs) 

*Life Income Retirement 
Accounts (LIRAs) 
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JIM HUNTER 
Chief Operating Officer 


A year of operating milestones 


Fiscal 1997 shattered all previous records: 
©The financial performance of all of our subsidiaries set records. 


e Net sales of Canadian and U.S. mutual funds hit $4.2 billion — 
substantially above our previous best year. 


@ Net earnings of $66 million reached an all time high. 


e Mackenzie Investment Management Inc. made its first significant 
contribution — $10.2 million of our net earnings. 


e Our stock began the year at $13.00 and finished the year at $20.25. 
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5 our shareholders | 


FINANCIAL 
INDEPENDENCE 


by generating a superior return on your investment 


Mackenzie shares have outperformed 


The five year total return on Mackenzie common shares 
is 267 percent, among the highest in the financial 


services sector. $367 
— Mackenzie Financial 


— TSE Financial Services 
— TSE 300 Index $270 


$100 invested on March 31, 
1992 in stock or index . $194 
including reinvestment of 
dividends. Fiscal years 

ending March 31. $100 


92 93 94 95 96 Vi 


Productivity has increased 


Ve have kept a tight rein on expenses. We have added assets 
to generate more revenue, while using proportionately 
fewer capital resources. During 1993, we spent 81 cents to 
generate one dollar of revenue. During fiscal 1997 we spent 

only 74 cents. Our general 


100 z 
and administrative expenses 
80 5 0 
> ececiined more dramatically. 
60 


—Total corporate expenses 
as a percentage of revenue 


~ =General and administrative 
expenses as a percentage 
of revenue 


Marketing leaders in the 
industry 


As we have successfully managed 


DALBAR 199 Survey of Broters & Dealers 


costs, weve also enhanced ser- ee ee 


vice quality, as measured by 

independent rating services. Dalbar Inc. (Boston-based 
research and consulting firm) — and other industry rating 
services — continue to rank Mackenzie’s Canadian mutual 
fund marketing as the “best in the industry.’ 


New products have bolstered revenue 


Our revenues have climbed by 156% over the last five 
years, driven by products and services that were introduced 
during that period. 

$70 millions. 


60. 


3 ~| 

Cdn Ivy Universal Self Dir US ly STAR Loans & 
Funds Funds RRSP Funds Floating Rate 

Deposits 


Revenue from products which did not exist prior to 1992 


Strong operating cash flow 


Increasingly, our growth has been financed from internally 
generated cash. The Corporation began financing its 
deferred load sales for its own account in 1993. We intend 
to continue this strategy because cash flow returns from 
this investment are expected to grow faster than earnings 
and to exceed financing costs. 


168 
Cash Flow 
before changes in 


non-cash balances 
related to operations 


Net Earnings 


(in millions of dollars) 


(in millions of dollars) 
5 year change: 


331% 


5 year change: 
120% « 
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To our fund investors 


INDEPENDENCE 
by offering you choice and performance 


A focus on diversification 


: ry" 3 | 

e Seventeen new Ivy and Universal funds were launched in e We launched our Internet site. pod E 
Canada during the past five years. They are overseen by pre nae wore A 

; '. http//www.mackenziefinancial.com " 

world-class investment managers in Canada, the US., ee re Seale ee 
Europe and the Far East. e A simpler fund prospectus was introduced. We also made 

¢Our US. subsidiary launched ten new Ivy Funds in the account statements and application forms easier to read 
United States over the past five years, concentrating its and understand. 


focus on international markets. : ¢ For the fifth consecutive year, we lowered operating 


¢STAR, Canada’ leading asset allocation ser- | __ expense ratios. We did so in part by mailing semi-annual 
vice, was developed three years ago based on Soi \A financial statements only on request and by integrating 


investment techniques designed to opti- A A June quarterly reports with the annual financial 
mize performance with lower portfolio risk. STA R statements. 


Strategic Asset Allocation 

Service and product improvement As we move forward 
During the year: 

e Three of the Canadian Ivy Funds were 


ar e attract and retain outstanding investment and manage- 
\ / Y recognized by Maclean's magazine for 


ment talent 
IVY FUNDS excellent risk-adjusted three year returns. 
e Three new Canadian portfolios were added to STAR. 


To consistently outperform, we will strive to: 


e invest in world-class administrative systems, procedures, 
technology and research 

¢ We launched two new CGPEONIVERS AL e reduce your fund expenses, by using electronic channels 
Universal Funds in Canada Se ae such as the Internet to pioneer more efficient trading and 


and five new lvy Funds in the United States. communication with your financial advisors. 


¢ Telephone access to accounts and other critical informa- 
tion was improved. We established ACCESS LINE, a call 
in service available 24 hours-a-day, seven days-a-week. 
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[INDEPENDENCE 


our network of independent financial 


advisors _ 


by delivering industry-leading support, 
so you can help your clients prosper 


A focus on education 


During the year, we: ie 

¢ Hosted the 20th annual Mackenzie 
Conference. 

¢ Conducted ten summer training programs. 

e Launched the “Mackenzie University” educational con- 

ference program. Mackenzie University fea- 

tures a premier assembly of educational 

speakers and credit towards professional 


designations. 
e Awarded continuing education credits for“"MRS 
University” courses delivered to over 4,000 participants. 
e Hosted over 60 road shows across Canada for our money 
managers to provide investment outlooks and fund 
updates. 

e Led the industry by launching a customized Internet site 
for financial advisors. 


¢ Processed RRSP loan applications via the Internet — the 
first of many financial transactions we plan to make avail- 
able through the Internet. 


7} 
Lien Vii hide 2 


where more than 100 of Canada’s top 
dealer executives and sales representatives 
generously shared their fresh ideas and insights 
on how we should enhance our products and services. 
e Launched two business-building Group programs: the 
Registered Pension Plan and Deferred Profit Sharing 
Plan. Both are supported by our ded- 


¢ Hosted the Mackenzie President's Council ae as) GPS 


icated Group Team who develop sales 


GREUS PLANS = 


ideas, proposals and presentations. 
e Opened our Calgary Sales and Marketing office. 


Addressing diversity 


Our marketing materials have been printed in the English 
and French languages for many years. Now our Chinese 
language customer service group has been formed to pro- 
vide marketing support materials and client service in both 
the Mandarin and Cantonese languages. 


Our commitment 


Our commitment is to continue to provide competitive 
compensation, industry-leading education and new 
opportunities for members of our industry to gather 
together and to share business ideas that benefit investors. 
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_ To our employees 


INDEPENDENCE 
by offering opportunities to better serve clients 


Aligning employee needs with the goals of our fund investors and shareholders 


Opportunity for Advancement 


e Employees are more committed than ever to our future e Last year we posted 170 job 
success — 70 percent now own Mackenzie shares opportunities and filled 65 percent with internal candidates. 
through our Employee Stock Purchase Plan. ¢ Our $15 million annual investment in computer technology 

¢ Our employees are working on better ways to serve our will improve communication amongst employees and pro- 
clients, including serving on specialized task forces. vide them with the tools necessary for efficient service. 

e Enhanced technology— such as the Electronic ¢ We pay for courses and seminars leading to job-related pro- 
Document Management System — and training are fessional designations, degrees and diplomas. 
helping employees deliver faster, friendlier and more pro- ¢ We encourage and pay for memberships in relevant profes- 
fessional client service. sional or other industry associations. 


INDEPENDENCE 
by serving the community and those in need 


A history of giving 


We believe that healthy communities are critical to main- Over the past five years, we donated generously to community 

taining an environment that is condusive to long-term groups and charities across Canada including: 30h Olbiy 

investing. e Canadian Special Olympics programs. ’ % 
¢30 children’s charities through the Mackenzie 5 


iC 


Challenge. 
¢ Princess Margaret Hospital, a leading cancer 


% 


pique? e 


treatment centre. 


2) 
BAY STREET 
Inelational 


e The Bay Street Invitational golf tournaments, 
which have raised more than $1 million for chil- 


dren’s charities. 
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Our current focus 


Starlight 
Children’s 


e During the year, our Charitable Donations Founda 
Committee distributed more than $125,000, 
including $60,000 to Starlight Foundation Canada, 
which brightens the lives of seriously ill children and their 
families through wish granting and other entertainment- 
related activities. 

¢ We continued our eight-year tradition of 
oN sponsoring the Blind and Disabled Ski 
: Program on slopes around Toronto, 
Mackenzie 


sulding Fundalndepetenee  @oONtreal, Ottawa and Vancouver. 


tion™ 


9 all of our valued stakeholder 


The Zh Annual . 


e This year’s Mackenzie Challenge’96 
Challenge raised over $30,000 
from more than 2000 participants, in spite of rainy 
weather throughout the event. 

e We contributed $10,000 to help start a financial planning 
program — a Canadian first — at George Browns 
College Faculty of Business. 


INDEPENDENCE 


by offering a world of future opportunities 


Historical outperformance of Canadian 
and U.S. stock and bonds markets 


Fiscal ’97 records were partially driven by the past two 
years of historical outperformance in stock and bond mar- 
kets, both in Canada and abroad. To continue to prosper 
through the inevitable ups and downs of future markets, 
we have strategies and concrete action plans in place to 
continue to create value. 


Stressing fundamental strategies 


To compete effectively in the coming years, we will contin- 

ue to stress our fundamental strategies: 

e providing our fund investors with superior, long-term 
investment performance from their Canadian and inter- 
national fund investments; 

e rewarding our shareholders with above-average returns 
on their investment; 

e challenging our employees to constantly improve our 
products and services; 

e keeping pace with global standards by investing in world- 
class products, service and technology; and 

e fostering a culture of trust and integrity within our 
organization. 


Me le 


JAMES L. HUNTER 
Chief Operating Officer 
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PHIL CUNNINGHAM JIM HUNTER 


Canadian Funds Operations 


MICHAEL LANDRY 
U.S. Funds 


NEIL LOVATT HAROLD HANDS 


Investments Legal 


The five officers shown, plus Alex Christ as President and Chief 
Executive Officer, comprise the Corporation's Executive Committee. 
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Summ rareny of Operating Results 


In fiscal 1997, the Corporation achieved record net earnings 
of $65.5 million, an increase of $24.8 million (60.6%) from 
fiscal 1996 net earnings of $40.7 million (1995 - $29.5 mil- 
lion). Earnings per share increased by $0.40 to $1.09 from 
$0.69 reported for fiscal 1996 (1995 - $0.50). 
The increase in net earnings and earnings per share were 
attributable to: 
¢ the increased profitability of the core and subsidiary busi- 
nesses; 
¢a dilution gain arising from the public offering of common 
shares by our U.S. subsidiary Mackenzie Investment 
Management Inc.; and 
¢ the increased earnings reported by Midland Walwyn 
Inc.(the Corporation owns 19% of Midland Walwyn’s 
shares). 


Improved profitability of the Corporation and its sub- 
sidiary businesses increased net earnings by $17.6 million to 
$53.1 million from $35.5 million for the year ended March 31, 
1996 (1995 - $28.7 million). Earnings per share from these 
businesses increased by $0.28 to $0.88 per share as compared 
to $0.60 per share for the year ended March 31, 1996 (1995 - 
$0.49 per share). 

Effective December 13, 1996 Mackenzie Investment com- 
pleted a public offering of one million common shares at 
$8.50 per share through a prospectus filed with the securities 
commissions in all provinces and territories of Canada. The 
excess of the net proceeds from the issuance of the common 
shares over the Corporation’ carrying value has been report- 
ed in the Statements of Earnings and Retained Earnings asa 


dilution gain in the amount of $3.1 million or $0.05 per share. 


No dilution gains were reported in fiscal 1996 or 1995. 


The Corporation's investment in Midland Walwyn, report- 
ed as equity in earnings of affiliated company, contributed 
$9.9 million to net earnings as compared to $5.1 million for 
the year ended March 31, 1996 and $775 thousand for the 
year ended March 31, 1995. The contribution to earnings per 
share increased by $0.07 to $0.16 as compared to $0.09 for the 
year ended March 31, 1996 and $0.01 per share for the year 
ended March 31, 1995. Favourable market conditions 
throughout the year, a strong individual investor business and 
the growth in the investment banking and institutional equity 
businesses all contributed to record year-over-year net earn- 
ings performance reported by Midland Walwyn. 

Total revenue for the year ended March 31, 1997 increased 
by $99.9 million (37.1%) to $369.3 million from $269.4 mil- 
lion for the year ended March 31, 1996 and $221.6 million for 
the year ended March 31, 1995. Increased revenue is primarily 
attributable to the growth in mutual fund assets managed in 
Canada and the USS. 

Total expenses increased by $71.0 million (35.0%) to 
$273.9 million from $202.9 million for the year ended 
March 31, 1996 and $167.8 million for fiscal 1995. Key 
contributors to the increase in expenses were: 

*higher trail commissions to dealers and higher sub-advisor 
fees due to the growth in our mutual fund assets under 
administration; 

* interest expenses incurred on the Senior Debentures issued 
by the Corporation April 2, 1996; and 

®an increase in the amortization of deferred selling commis- 
sions, a result of increasing mutual fund sales on a deferred 
sales charge basis and the decision in fiscal 1996 to fund the 
payment of selling commissions internally. 

The return on average shareholders’ equity increased to 
20.3% from 15.0% for the year ended March 31, 1996 and 
12.1% for fiscal 1995. 
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Samay of Principal Business Activities 


CANADIAN FUND OPERATIONS 


The Corporations core business activity is the provision of 
management services to public mutual funds in Canada. We 
provide directly, or contract for, all investment management, 
marketing and administration services required by the funds. 
As at March 31, 1997 we offered a total of 37 mutual funds to 
investors in Canada, comprising the Industrial, Ivy and 
Universal fund families. As of that date, the combined assets in 
the three fund families totalled $17.2 billion and represented 
77.8% of the Corporation’s managed asset base of $22.1 billion 
(1996 - $16.9 billion; 1995 - $13.1 billion). 


Assets under Management 


As at March 31 
95 
Canadian mutual fund assets MMM 74.4% 76.0% 77.8% 
U.S. mutual fund assets EHJ 12.0% 12.7% 17.8% 
Counsel accounts EM 13.6% 11.3% 4.4% 
100.0% 100.0% 100.0% 
Our Canadian mutual 
fund assets remain our 


core business activity. 


The Canadian Fund Operations are also the Corporation's 
major source of revenue: management fees charged to the 
funds range from 0.5% per year for money market funds, 
up to 2.0% per year for equity funds. Certain additional oper- 
ating expenses incurred in the operation of the funds are 
reimbursed to the Corporation. The Corporation also earns 
administration revenue from its STAR strategic asset alloca- 
tion service and from the administration of registered plan 
accounts. For the last fiscal year, management and administra- 
tion fees from Canadian Fund Operations again represented 
the highest component of revenue, as described in Table 3. 


The three principal components of the management - 
services are: 

¢ portfolio investment management for the funds; 

e distribution services to promote the sale of the funds’ securi- 
ties to the public through independent financial services 
companies; and 

e administrative services, including transfer agency, fund 
and trust accounting, financial reporting and regulatory 
compliance. 


Investment Management 


Fund performance is a critical factor in achieving long-term 
growth in assets under management. Strong investment per- 
formance adds assets through market appreciation and gener- 
ally contributes to greater new fund sales in later periods. Our 
in-house investment management teams have built a strong 
long-term performance record for the funds. Continued fund 
performance and expansion of the investment management 
teams remain key strategies of the Corporation going forward. 

During the past three years the Corporation has added 
three in-house portfolio managers and six research analysts to 
its investment management teams. We now employ nine port- 
folio managers and seven research analysts. The Corporation 
has also engaged prominent domestic and international sub- 
advisors as external investment management teams to provide 
geographic and specialized investment services for several of 
the funds within the Universal fund family. The names of the 
sub-advisors and the funds which receive their investment 
management expertise are listed on page 48 of this Annual 
Report. Mackenzie Investment is the principal sub-advisor, 
providing investment management services to six Universal 
funds with over $1 billion of Canadian fund assets. 

Drawing upon the expertise of our sub-advisors has 
enabled us to launch eight new funds within the past three 
years. The Corporation's current line-up of mutual funds 
offers Canadian investors one of the broadest ranges of invest- 
ment management by asset class, by geographical location of 
investments, by currency and by stock selection process. We 
regard our current fund line-up as a significant advantage over 
many of our competitors. 


| eae ee i hee iP 
3 ai? iw i ‘ > A ae eve | ie 
wring aosi coho tai . rine 
phan? ekvaachaivegaiesconeateinea te ) nf atbrielt 
shee ocmtaat ei cguiurt acne sala Ban ane 
re “nk rls dat onal 
| bus AcE, 
4 sivneniin snigiebee ey y= 


eer: qt ssi rmacerunrageTira 
on i if racy wo AVaatib she Jr 
bya ilieeests Antes bsecit rage tobi 
| | | ett votes say Nee LE sta TRA 

rveaizl iors aN ‘th Py de iif: thse ayirane abaitis.7 tit not 
y Syria inant [She the ith: wane ta BM ays moo adit ek. clint bes leavin! 
| ae oa sofintl ai. - ‘pete } penne Semel ites 
ays dO una iusentenit fqullse tape igeriteopisndt lo 4.\\ 

sas Aes Hs "oie RBI oe 


enrty sae fecsriet vats 


omnes 


POU ¢ pi) rir Sit 4, hw 


yah uprlaes eat a ioe Soa es FSU 
bai MIS thr cit" Ate cals ey ie ieee aL 
ine inert 7 ancy’ Hf pic rut ee pecan 24 


bch ait Ue aie Ne 7] WS she ‘i /riuci seo ite 
Z A bn), a4 


ae tis fa x04 bla: sti ihe 5 Onn a My Tyo aul 
aval batts preiny es an pat arr 


suestagiinee nT e ee Teret iD Al sae weal 


Preven esis ok sith tile 


q iat ) 14 un) " , air! if oe 

ay) Wy: ie aonqoc at) In al gaia id pice pst et ae Pt Me A yl cooeliael Lasstons omic a? 

byl Oh: e5 i i ‘here 1G. oy ny a ay cs ag! t ta ort print i i by : areity r RARE ; aI eSawene fewer ay 
teas, sine bie iy bibs Svagtat wre TA: on soy vantage “ps sill etl on / eT: } peer AEM girunaas i2emec 


ae ee 


ats Ca asa 
Hoje nds Foi Gleelst th Mey si iegise Lowizigan apar] © elle ' * 
‘Hinwralt febbeaoke s(sneilett yagi Alas Ri bark Se ag abi) nreh veri) wt) 
rie ae Wk wep seven aha tagrile me we eres sa ; a < | | “er msreri vfsaan brid 
telus sfrae th HOES psrcadt ‘ phils yet inn bngaldquigtag.” PPT ve m, 
; reat Ag y pbatomecarnes ae 


tae, BY aets sla 


ae . .7 
Herat’ 1 tire i ae’ boyy jahiiht! dives BEA DBAT Str heantliemy a3 OO 


dere Ler ey 


ont 10 aat shi aTT st iBank ul tension eat acti ah Daya ae 
itd neti iV ‘rset cuts ely Pil bow epiivliodet, Gi to) Cea M/ 
i wire ha’ ait] ROK bgt abnici eee aaa hé as H } 

aoa ae ee wat is welts sy tas miley wt 3h : sain egal 


ipa ni . aie BS rhe jayntttnitt seat} anata id 
Nth cube pears ne 
2a etapa wee Monserrat syrivartifle’y 
aril, faa sali ih ky aga oennge jarani ea ORAS cue és . Wid ecdaibihe 
Resist: acon rans a ciency a r : me me = ty at : . 7 
: ; i aké . ae are more rn | Hostel qingy} et ail > UE OS - 


The breadth of the product line-up has also been a major 
strength for the Corporation in connection with the launch of 
its STAR strategic asset allocation service. That program 
enables the Corporation to combine seven different funds, 
with different asset classes, management styles and geographic 
focus, into each of 17 portfolios within the STAR service. 

Each portfolio is designed to provide a Canadian investor 
with consistent performance along with a level of volatility 
(risk) suited to the investor's personal needs. The STAR pro- 
eram has surpassed $2 billion in assets from its launch in 
January 1995 and is currently Canada’s most successful asset 
allocation service. 

The Corporation intends to continue its additions to the 
investment management team to ensure that it remains a sig- 
nificant competitive advantage in the future. Our investment 
management depth enabled us to replace a recently resigned 
senior portfolio manager by immediately transferring lead- 
manager responsibility for his two funds to another senior 
portfolio manager within our organization who utilizes the 
same management style and investment disciplines. The result 
was a continuation of the same high quality investment man- 
agement services without disruption to fund investors. 


Distribution Services 


The major focus of the Corporation’s marketing team is to 
establish brand recognition for our funds at the investor level 
using our corporate name and logo. 


1 Mackenzie 


Building Financial Independence 


Brand recognition is becoming increasingly important as 
the industry continues to grow exponentially and competition 
increases with the arrival of new fund organizations and the 
blurring of the industry's traditional distribution channels. 
The previously clear-cut distribution channels were: 
*banks and trust companies, which distributed their funds 
through their branch office networks; 

* direct-to-public sellers, which utilized an employed sales 
force to distribute their funds; and 

* independent dealers, which distribute funds from unrelated 
fund organizations. 


As at March 31 


Independent dealers MIM 42.7% 
Direct to public ES] 20.2% 
Banks + financial institutions HM 37.1% 


100.0% 


Independent dealers are the 
largest distribution channel. 


As this decade draws to a close the distribution channels 
and mutual fund providers are starting to overlap. Banks and 
trust companies are starting to distribute funds from the 
independent fund organizations. Insurance companies in the 
direct-to-public category are now also distributing third 
party funds through their large employed sales forces. And, 
some banks and trust companies are beginning to request 
networking arrangements from independent fund organiza- 
tions to expand the distribution potential of their branch net- 
works. 

The Corporation has long been a major supporter of the 
independent distribution network. The Corporation has 
received very strong support for its recent product initiatives 
and, as at March 31, 1997 had a major market share (16.7%) 
of that channel’s fund assets (1996 - 17.4%; 1995 - 17.9%). 

The Corporation is committed to the independent distrib- 
ution network as its principal channel of distribution and 
does not expect that emphasis to change. The Corporation is 
the leading provider of education and training programs for 
independent financial advisors and will continue, and 
expand those programs with the objectives of improving the 
quality of financial advice Canadian fund investors receive. 
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However, the Corporation also expects its current share of 
the market to increase in each of the other two distribution 
channels as well. All duly licensed mutual fund distributors 
are permitted to sell our funds under Canada’ existing com- 
petition laws. As the banks and trust companies seek non- 
proprietary funds for their branch offices, our funds likely will 
be considered because of their long-term performance 
records, our existing investment management teams, products 
and services, and our success in establishing brand recogni- 
tion for our funds. For the same reasons, our funds and 
investment management services are attractive to insurance 
companies and we have already seen major expansion of sales 
from those organizations. 

Although the “Mackenzie” name is our most important 
recognition element for fund investors, at the distributor level 
it is the availability of the three fund families and the STAR 
program which has led to our recent gains in new fund sales. 
Within our 37 funds in those fund families we offer the finan- 
cial advisor the opportunity to fully diversify his or her client’s 
assets, without having to look to the products of another fund 
organization. 

As of March 31, 1997, the Ivy funds had grown to $4.7 bil- 
lion from $nil in 1992, and the Universal funds had grown to 
$3.8 billion from $296 million in January 1993. With the 
Industrial fund family assets at $8.7 billion, each of our fund 
families would have ranked in the top 20 fund organizations 
in the industry in terms of assets had they represented a sepa- 
rate fund organization. 

The Ivy Funds are currently growing at a rate far exceeding 
the industry growth rate of 43% for the past year. The 
Universal Funds growth rate is virtually equal to the industry 
rate, but the Industrial Funds have significantly lagged the 
industry rate in recent years. We have made several changes to 
the Industrial Funds to strengthen them in the marketplace 
and we believe that those changes will help improve the 
growth rate for the Industrial Funds in future years. 


Canadian Fund Assets — by Fund Families 


(in billions of dollars) 


As at March 31 
95 
Industrial Hl $7.8 $8.5 $8.7 
Ivy 0.5 17 47 
Universal 2 1.4 2.6 3.8 
$9.7 $12.8 $17.2 
The Ivy and Universal 


families have added valuable 
diversification and growth. 


At the distribution company level, the challenge is to be 
among the four or five organizations which are given signifi- 
cant “shelf space”. Investor recognition is a key factor, but 
dealer service and support often wins the favour of the sales 
representative. We are investing significantly in administrative 
services support and will maintain our commitment to dealer 
education. Our 20 years of experience hosting the industry's 
leading annual educational conference has been transformed 
into one day “Mackenzie University” educational conference 
programs conducted in major centres across the country, sev- 
eral times per year. The Mackenzie University programs are 
accredited for continuing education requirements within the 
industry and comply with the sales practices guidelines 
adopted by The Investment Funds Institute of Canada. 

The mutual fund industry continues to face significant 
regulatory change in the coming years: higher sales practices 
standards; more effective disclosure rules; new restrictions on 
personal trading by portfolio managers; a self-regulatory 
organization for distributors; and more restrictive advertising 
rules. Such changes will affect all industry participants and 
will help to maintain the confidence of the investor in the 
integrity and trust in the industry. 

Our Corporation is well positioned to participate in shap- 
ing these new standards for the future. During the past two 
years we have revised our fund prospectus document to be 
more reader-friendly and to convey more meaningful infor- 
mation to investors. Our current marketing programs are all 
designed in compliance with the new sales practices and 
advertising rules. Our internal business conduct policies 
ensure continued fair treatment of our fund investors. We do 
not view regulatory change as a risk to our continued success 
in this industry. 
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Administrative Services 


An on-going objective of our administrative services is to 
continue to lower the operating expenses for our funds, while 
continuing to improve service quality. A single, consolidated 
prospectus for all of our mutual funds began the process of 
reducing fund expenses. It has been followed by creating sim- 
pler, more effective client statements; by allowing fund 
investors to “opt-in” for the receipt of optional information 
rather than automatically mailing the material to our 750,000 
investors; and by developing a process to consolidate mailings 
to the same household to further reduce unnecessary postage 
costs. All of these initiatives, and several others, have helped us 
reduce our fund operating expenses for the fifth straight year. 
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Mutual fund years ended June 30 


We also are continuing to invest heavily in new technology 
to provide faster, more accurate responses to dealer and 
investor account enquiries. New processes have been devel- 
oped to create electronic imaging of all documents received, 
and to transfer those documents through the settlement 
process electronically, rather than manually. 

As we closed our 1997 fiscal year, the Corporation was 
solidly established as Canada’s fourth largest Canadian fund 
operation. We believe it will continue to represent the major 
portion of our managed assets for the foreseeable future. The 
Canadian Fund Operations will also continue to generate the 
major portion of our corporate revenue. 


Although management fee pressure has not yet become an 
issue in the Canadian fund industry, with the size of each of its 
managed funds (virtually all of the Corporation's Canadian 
funds are over $100 million, and several are over $500 million) 
the Corporation is well-positioned to remain competitive 
without sacrificing the quality of the management services 
that it provides to the Canadian funds and their investors. 


U.S. FUND OPERATIONS 


In the United States, management services are provided by 
Mackenzie Investment and its subsidiaries to 21 funds offered 
solely in the U.S. In addition, Mackenzie Investment also pro- 
vides investment sub-advisory services to six funds in the 
Universal Funds family, which are distributed and managed in 
Canada by the Corporation. 

During the past five fiscal years, the assets managed by 
Mackenzie Investment have grown significantly. Most of this 
growth has been provided by the sales and performance suc- 
cess of Ivy International Fund (discussed below) and the 


growth of the Universal Funds. 
3.9 
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Mackenzie Investment has positioned itself as a niche 
company offering mutual funds with an emphasis on inter- 
national and emerging growth investing. As at March 31, 
1997, 74% of its managed assets were in international funds, 
17% in U.S. equity funds, 5% in tax-free municipal bond 
funds and 4% in taxable fixed income funds. The interna- 
tional and emerging growth segments of the U.S. mutual 
fund industry have fewer competitors and offer higher profit 
margins. Mackenzie Investment intends to continue its focus 
in these specialized segments. 
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In order to provide these specialized investment manage- 
ment services, Mackenzie Investment has assembled an expe- 
rienced team of five portfolio managers and six research 
analysts. Mackenzie Investment has also opened research 
offices in Shanghai, China,and in Prague, Czech Republic. 
The management team’s principal focus is on providing con- 
sistently acceptable investment returns while protecting 
against excessive volatility. 

Mackenzie Investment derives its revenues principally from 
management fees charged on the assets under management. 
US. mutual fund assets under management increased by 
83.2% to $3.9 billion from $2.2 billion as at March 31, 1996;a 
record year-over-year growth. This growth was attributable to 
net sales (gross sales less redemptions) of $1.4 billion and 
market performance and dividend reinvestment of $345 mil- 
lion. Refer to Tables 1 and 2 for further details. 

The U.S. funds are distributed in a manner similar to that 
employed for the Corporation’s Canadian funds, through 
independent brokers and dealers, financial planners, regis- 
tered investment advisors and to institutional investors such 
as retirement plans. 

During the past three years, Mackenzie Investment has sig- 
nificantly strengthened its distribution arrangements by the 
addition to its roster of distributors of several U.S. wire order 
firms. These major dealer organizations have quickly become 
the major sources of distribution for the U.S. funds. The prin- 
cipal fund which benefitted from that additional sales support 
during the past three years was Ivy International Fund. 

Ivy International Fund represented $2.7 billion of the total 
$3.9 billion in assets under management as at March 31, 1997 
and 98.6% of total net sales for fiscal 1997. The fund increased 
139.5% during the year from $1.1 billion as at March 31, 1996. 
The investment portfolio is managed by Northern Cross 
Investments Limited as sub-advisor to Mackenzie Investment. 
Northern Cross believed strongly that continued growth at the 
rates experienced during the past 18 months would impede its 
ability to manage the fund to its previous standards. Effective 
April 18, 1997 the fund closed to shareholders not already 
invested in the fund; existing shareholders continue to be able 
to invest in the fund. 

Mackenzie Investment has launched Ivy International 
Fund II for investors not already in Ivy International Fund. 
The fund's portfolio is managed by Mackenzie Investment’s 
internal management team and not by Northern Cross. 
Management is very optimistic about prospects for sales of 
this new fund which should benefit from the strong brand 
name recognition developed by Mackenzie Investment's exist- 
ing international products. 


Management is confident that net sales of the US. funds 
will outstrip redemptions over the néxt year. However, with 
closing of Ivy International Fund it is highly likely that the le 
of net sales will be lower than last year. To compensate, man: 
agement continues to enhance investment performance anc 
distribution of the other managed mutual funds. Initiatives. 
currently underway to expand the sales force, increase adver 
tising and public relations efforts and more effectively utilize 
outside telemarketing resources. These initiatives should 
enable Mackenzie Investment to continue to grow its asset bi 
and management fee revenues. Although Mackenzie 
Investment will be subject to a deferred tax provision in fisca 
1998, we believe it will continue to contribute to the 
Corporation's profitability. 

In December 1996, Mackenzie Investment completed a 
public offering of one million shares of its common stock, an 
listed its common shares on The Toronto Stock Exchange. Th 
net proceeds of the offering ($7.2 million) will be used pri- 
marily to fund operating requirements such as the payment o 
selling commissions on deferred load shares. If net sales excee 
current estimates, Mackenzie Investment has arranged an ade 
quate standby credit facility to help fund the deferred load sell 
ing commissions. 


TRUST AND ADMINISTRATIVE BUSINESSES 


M.R.S. Trust Company 


The Corporation's trust company operations are conducted by 
M.R.S. Trust Company, with offices in Toronto, Calgary, 
Vancouver and Victoria. The initial purpose in acquiring 
M.R.S. Trust in 1986 was to provide trustee and administra- 
tion services to the Corporation’ registered retirement savings 
plans, registered retirement income funds, registered education 
savings plans and group retirement savings plans. Currently, 
this service is also provided for the self-directed savings plans 
administered by Multiple Retirement Services Inc. 

M.R.S. Trust also conducts a traditional mortgage lending 
business within the capital and regulatory parameters estab- 
lished by the Loan and Trust Corporations Act (Ontario). 
Over the past five years it has focused on improving the overall 
quality of its mortgage portfolio by increasing the CMHC 
insured component (refer to Table 5). During this same peri- 
od, M.R.S. Trust developed a program to aggressively manage 
mortgage arrears and a significant improvement has been real- 
ized in the arrears levels in its commercial mortgage portfolio 
(refer to Tables 6 and 7). 
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To reduce its exposure to credit risk in its conventional 
commercial mortgage portfolio, M.R.S. Trust has exited its 
relationship with weaker borrowers, while pursuing high 
quality business with new and existing customers. For its con- 
ventional residential mortgages and RRSP contribution loans, 
MRS. Trust has introduced an enhanced credit scoring sys- 
tem which allows it to develop relationships between individ- 
ual credit scores and the future performance of aloan. M.R.S. 
‘Trust will not sacrifice the quality of its portfolio to achieve 
growth targets. 

In addition to its direct mortgage lending activities, M.R.S. 
Trust sources and administers CMHC insured mortgages for 
the Corporation’s Ivy Mortgage Fund and the mortgage- 
backed securities market. In fiscal 1998, M.R.S. Trust will 
introduce a mortgage referral program which will allow it to 
source mortgages from the same financial advisors who sell the 
Corporation’s mutual funds. This program will be launched 
initially in Ontario and then throughout the remainder of 
Canada as the necessary regulatory approvals are obtained. 

During fiscal 1995, M.R.S. Trust commenced an RRSP 
contribution loan program for clients of financial advisors 
utilizing the administration services of Multiple Retirement 
Services. In 1997, this program was expanded to include 
RRSP accounts sponsored by the Corporation. RRSP contri- 
bution loans increased to $85 million for the year ended 
March 31, 1997 from $10 million during fiscal 1995. In the 
current year, M.R.S. Trust made these loan applications avail- 
able over the Internet. This proved to be very successful — 
over 20% of the applications were received through this deliv- 
ery channel. Management intends to expand its Internet capa- 
bilities in 1998 for both RRSP contribution loans and 
residential mortgage loan applications. 

M.R.S. Trust maintains sufficient liquid and capital 
resources to meet its on-going business needs and to satisfy all 
regulatory requirements. To manage its exposure to changes 
in interest rates, M.R.S. Trust utilizes cashflow, duration and 
simulation methodologies and enters into hedging instru- 
ments to mitigate its financial exposure to adverse movements 
in interest rates. 

M.R.S. Trust will continue to concentrate on developing 
specialized trustee services for the Corporation and Multiple 
Retirement Services, expanding its loan programs, creating 
innovative financial products to be offered through the inde- 
pendent financial advisor network and enhancing the capa- 
bilities of its employees to deliver effective financial products 
and services. 


Multiple Retirement Services Inc. 


Multiple Retirement Services is a dealer focused administra- 
tive services business offering self-directed retirement plans 
and other financial services products to dealers’ clients. 
Multiple Retirement Services presently has 207 thousand 
investor accounts (1996 - 196 thousand; 1995 - 185 thou- 
sand) representing approximately $9.8 billion of assets under 
administration (1996 — $7.4 billion; 1995 - $5.6 billion). 

Multiple Retirement Services provides record-keeping, tax 
reporting and purchase and redemption processing services 
to its investor clients under arrangements that earn an annual 
administration fee for each account. The Corporation's mutu- 
al fund investors comprise approximately 21% of Multiple 
Retirement Services assets under administration. Multiple 
Retirement Services also enjoys strong support from a num- 
ber of other major mutual fund organizations. 

During the year, Multiple Retirement Services upgraded its 
existing computer system and continued to acquire the neces- 
sary personnel to broaden its product line and enhance its 
service platform. Dealers are increasingly demanding a 
broader range of services to allow them to compete with other 
financial service providers who are able to cross-sell a similar 
range of services to their clients. 

While service continues to improve at Multiple Retirement 
Services, much has yet to be done. Multiple Retirement 
Services has formulated an ambitious set of undertakings to 
be completed by management in 1998. This will enable inde- 
pendent financial advisors to offer higher levels of service to 
their clients. Modifications to its account administration plat- 
form are underway to provide the following functionality: 

* trustee services for firms which are members of the 
Investment Dealers Association; 

*non-registered investment accounts; 

ea broader range of securities trading capabilities; 

ea broader array of loan products; 

¢ transaction and commission-based fee alternatives to the 
current account-based fee; and 

e multi-fund company asset allocation plans based on the 
technology developed for the Corporation’s STAR strategic 
asset allocation service. 
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The most significant factors affecting Multiple Retirement 
Services on-going operations is the trend in the industry for 
the mutual fund dealers to move their RRSP administration 
services in-house and the continued pressure on service 
providers to reduce or eliminate annual trustee fees. To 
address these issues management has undertaken a number of 
initiatives to bring Multiple Retirement Services’ service to 
industry-leading standards. Initiatives currently underway 
include enhancing Multiple Retirement Services trading 
capabilities and modifying customer statements to provide 
account activity and other needed information. Management 
is also looking at providing the registered sales representatives 
with alternatives to the existing annual fee arrangements, 
thereby allowing representatives to choose a more flexible fee 
structure for their clients. : 

Because of the trend for investors to rely increasingly on 
registered tax plans and to consolidate their investments with- 
ina single plan to simplify personal administration, the 
Corporation believes that Multiple Retirement Services busi- 
ness operations will continue to expand. By doing so, Multiple 
Retirement Services will maintain its position as the largest 
provider of self-directed mutual fund plans in Canada to 
clients of independent financial advisors. 


INVESTMENT COUNSEL ACCOUNTS 


In addition to its Canadian and U.S. Fund Operations, the 
Corporation provides management services to 23 investment 


counsel accounts. Assets in the investment counsel accounts 


totalled $974 million as at March 31, 1997, down approxi- 
mately $900 million from the prior year due to the departure 
of a single, large mutual fund account for which the 
Corporation provided investment management services. 
Management fees are charged to the investment counsel 
accounts at annual rates up to 0.60%. Although the manage- 
ment fee rates are significantly lower than the rates for mutual 
funds, the Corporation incurs only limited marketing costs 
and no commission financing costs. The investment manage- 
ment services are provided by the Corporation's in-house 
investment management teams. 


The investment counsel accounts are not a material con- 
tributor to the Corporation’s revenues and net earnings. 
However, the Corporation has been successful during the pa: 
year in attracting additional accounts, principally from the 
insurance industry sector for the management of segregated 
insurance fund products. Without the costs associated with it 
management of mutual funds, the Corporation's profit mar- 
gins on the investment counsel accounts are acceptable. The 
Corporation intends to continue its efforts to attract new 
accounts and to grow the assets under management in this 
segment of its business activities. 


INVESTMENT IN MIDLAND WALWYN INc. 


The Corporation owns approximately 19% of the ordinary 
shares of Midland Walwyn, the holding company for Canada’s 
only independent, integrated full service investment dealer, 
Midland Walwyn Capital Inc. Midland Walwyn provides a 
broad range of products and services to individuals, institu- 
tions, corporations and government clients. The favourable 
markets and demographic changes predicted to benefit the 
mutual fund industry during this decade should also benefit 
Midland Walwyn. 

Two of the Corporation’s senior officers are directors of 
Midland Walwyn, but the holding company and investment 
dealer businesses are managed without direction from the 
Corporation. Midland Walwyn continues to be a major dis- 
tributor of the Corporation’s mutual funds and provides valu- 
able expertise in corporate finance and other areas when 
retained by the Corporation. However, its proprietary mutual 
fund business, Atlas Capital, offering 23 funds, competes 
directly with the Corporation. 

The Corporation accounts for its investment in Midland 
Walwyn using the equity method, whereby its proportional 
share of Midland Walwyn’s operating results are included in 
the Corporation's consolidated net earnings. 
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ID osathad Review of Operating Results 


REVENUE 


Management and administration fee revenues relating to the 
Canadian and U.S. Fund Operations represented 75.2% of the 
Corporation’s total revenue as compared to 73.6% for fiscal 
1996 (1995 - 72.8%). 

During the year ended March 31, 1997, our Canadian and 
U.S. managed assets increased by 31.2% to $22.1 billion from 
$16.9 billion as at March 31, 1996 (1995 - $13.1 billion). The 
relevant components of assets under management are shown 
on Table 1. 

The record growth in mutual fund assets under manage- 
ment in fiscal 1997 was attributable to increased net sales, as 
reported on Table 2, and strong performance by our mutual 
funds in Canada and the U.S. | 


(in billions of dollars) 


Net sales of the Corporation’s Canadian mutual funds in 
the amount of $2.8 billion and fund performance of $1.6 bil- 
lion, combined to provide year-over-year growth in assets of 
$4.4 billion to $17.2 billion from $12.8 billion as at March 31, 
1996 (1995 - $9.7 billion). 

Net sales of Mackenzie Investment's U.S. mutual funds 
increased to $1.4 billion from $0.3 billion in 1996 (1995 - $nil). 
Net sales combined with fund performance and reinvested dis- 
tributions in the amount of $0.3 billion increased assets by 
$1.7 billion to $3.9 billion from $2.2 billion as at March 31, 
1996 (1995 - $1.6 billion). 

The decline in Canadian investment counsel account fees 
reflected a decision by a client to restructure its mutual fund to 
adopt a“multi-manager” structure. These fund assets, which 
amounted to approximately $1.1 billion as of March 31, 1996, 
were transferred effective July 31, 1996. 


As at March 31 “1997 * % Change 1996 %Change 1995 
Canadian Fund Operations $ 17.2: 34.3 $ 12.8 a1) 68927 
U.S. Fund Operations 3.97 oo Doe patsG 4 1.6 
Investment Counsel Accounts 1.0 (48.7) 1.9 6.6 1.8 

oa SG eh ea 


M 


(in billions of dollars) 


Years ended March 31:- 1997 4 
* 7 
) 


Gross Sales 
Canada 
United States 


Total 


Redemptions 
Canada 
United States 


Total 


Net Sales 
Canada 
United States 


Total 


utual Fund Sales and Redemptions 


Change 1996 Change 1995 
$ 1.4 peek) $ 0.9 $ 3.0 

12 0.7 0.4 0.3 
$ 2.6 $ 4.6 Seles pets 
$ 0.4 $7221 $2%- $ 2:1 

0.1 0.4 0.1 0.3 
$ 0.5 $ 2.5 $ 0.1 $ 2.4 
$ 1.0 $ 1.8 $ 0.9 $ 0.9 

eh 0.3 0.3 - 
$ 2.1 $ 2.1 $ 1.2 $ 0.9 
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Management and Administration Fees include fees 
charged to the Corporation's Canadian and U.S. mutual 
funds, investment advisory fees charged to investment coun- 
sel accounts, registered plan account fees and mortgage 
servicing, mortgage banking and mortgage origination fees 
generated by the M.R.S. Trust. 

Management and administration fees, net of distribution 
fees paid to retail limited partnerships which have been con- 
solidated into Mackenzie Master Limited Partnership, 
increased by $84.0 million (37.1%) to $310.4 million from 
$226.4 million in 1996 (1995 - $189.5 million) as detailed in 
Table 3. The increase was directly attributable to the increase 
in assets under management in each of the reported years. 

The increase in Multiple Retirement Services’ administra- 
tion fee revenue, reported as registered plan account fees on 
the revenue schedule, was primarily attributable to the growth 
in accounts under administration to approximately 207 thou- 
sand from 196 thousand last year. 

The increase in mortgage and trust administration fees for 
M.R.S. Trust was attributable to: 

e the transfer of the billings of Multiple Retirement Services 
account fees to M.R.S. Trust and the payment of a monthly 
administration fee by M.R.S. Trust to Multiple Retirement 
Services for services performed on the accounts; and 

e higher trustee and termination fees earned on third party 
business. 


(in thousands of dollars) 


Years ended March 31 

Gross Canadian mutual fund management 
and administration fees 

Distribution fees paid to limited partnerships 


Net revenue from Canadian mutual fund 
management and administration fees 

Counsel account fees 

U.S. mutual fund management 

Registered plan account fees 

Mortgage and trust administration fees 

Other 


Source of Management and Administration Fees 


This revised billings structure has enhanced the cash flow oi 
Multiple Retirement Services, eliminating its requirement to 
borrow for operating activities and incur interest charges on 
the debt. The difference between the amount invoiced to the 
Multiple Retirement Services account holders and the admii 
istration fee paid to Multiple Retirement Services is reported 
as administration fees. 


Distribution revenue includes: 


redemption fees earned on the funds for which the 
Corporation and Mackenzie Investment were the primary 
distributors; . 

*commission revenue on sales of Mackenzie Investment’s 
sponsored funds on a front end load basis; and 

e revenue from direct investment by the Corporation in limit- 
ed partnerships formed to pay selling commissions for sales 
of units of the Corporation's Canadian mutual funds sold o: 
a back load basis. 

All of the limited partnerships have subsequently been consol 

idated into Mackenzie Master Limited Partnership and units 

of the partnership listed on The Toronto Stock Exchange. 


Change 1996 Change 1995 
$ 69,772 $ 203,595 $ 34,244 $ 169,351 
2 (23,914) (1,385) (22,529) 

69,774 179,681 32,859 146,822 
(1,022) 4,064 (61) 4,125 
9,824 18,540 3,950 14,590 
3,072 19,040 2,Jon 16,288 
REPS 2,705 (1,355) 4,060 
(31) ARE (1,296) 3,629 

$ 84,042 $ 226,363 $ 36,849 $ 189,514 
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ERABLED@: 
Distribution Revenue 


(thousands of dollars) 


Years ended March 31 Change 
Redemption fees ca 

Canadian Mutual Funds 3 : $ 6,435 

U.S. Mutual Funds 294 
Commissions 

US. Mutual Funds 6,508 
Investment in limited 

Partnership 48 
Other 668 

$ 13,953 


$ 8,701 


$ 14,901 


Change 1995 
$ 3,439 $ 5,262 
193 226 
807 3,694 
36 1,073 
296 (125) 
$ 4,771 $ 10,130 


Distribution revenue increased by $14.0 million to $28.9 
million from $14.9 million for the year ended March 31, 1996 
as detailed on Table 4. The decision by the Corporation to 
fund the payment of selling commissions directly since early 
in fiscal 1994 combined with the growth in sales of Canadian 
and U.S. mutual funds were the key contributors to the 
increase. 


Interest Income Relating To Lending Operations 
includes interest from mortgage and consumer RRSP loans, 
interest earned on Multiple Retirement Services investor cash 
float balances and mortgage-backed securities sales fee rev- 
enue received by M.R.S. Trust. 


Interest relating to lending operations decreased by $1.8 
million to $20.7 million from $22.5 million for the year ended 
March 31, 1996 (1995 - $15.2 million) due primarily to 
declines in the mortgage loan portfolio to $165.1 million 
from $202.3 million last year (1995 - $184.2 million) and the 
weighted average interest rate of the mortgage loan portfolio 
to 7.9% from 8.6% last year. Declining interest earned on 
Multiple Retirement Services investor cash float balances, due 
to lower interest rates, was offset by the increase in consumer 
RRSP loan interest. 

Over the past five years M.R.S. Trust has focused on 
improving the overall quality of its mortgage portfolio by 
increasing the CMHC issued component to 69.8% of the 
mortgage portfolio as at March 31, 1997 as compared to 9.3% 
as at March 31, 1992 and reducing conventional commercial 
lending activities. 


As at March 31 
Percentage Issued 


Sant, ee 


1996 ees 1994 1993 


66.8% 57.1% 34.8% 24.6% 


(in millions) 


As at March 31 
Loan Value 


1996 1995 1994 1993 


$26.5 $27.4 $30.2 $31.3 
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(thousands of dollars) 


As at March 31 ! Change 1996 Change 1995 
M.R.S. Trust Loans _ 7 
Consumer RRSP Loans ‘$ .55,986: $ 27,384 $ 28,602 $ 18,347 $ 10,255 
CMHC insured mortgages » 115,242 (19,832) 135,074 29,824 105,250 
Conventional residential mortgages foe 30,524. (10,148) 40,672 (10,823) 51,495 
Conventional commercial mortgages ie 19,329 3 (7,193) 26,522 (915) 27,437 
*=221,081 (9,789) «230,870 ~=—=«36,433.-—«194,437 
Allowance for credit losses (3,286). 2,854 (6,140) (1,933) (4,207) 


‘$217,795 | $ (6,935) $ 224,730 $ 34,500 $ 190,230 


Loan administration - third parties aie 
Institutional mortgage clients 7 
Mortgage-backed securities 

Ivy Mortgage Fund 

Securitized consumer RRSP loans 


'$ 503,056 . $ (116,552) $ 619,608 $ (27,569) $ 647,177 
> | 198,244 | 
| °159,267 # 

33,375 - 


161,859 
71355) 


47,424 
47,422 


114,435 
24,113 


36,385 
S712 
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$ 893,942 $ 40,940 $ 853,002 


Total loans administered 


M.R.S. Trust loan arrears (over 60 days) 


As at March 31 1997 
Consumer loans 0.20% 
CMHC insured mortgages 2.18% 
Conventional residential mortgages 3.95% 
Conventional commercial mortgages 


7.74% 


During this period management has developed a program 
to aggressively manage mortgage arrears which resulted ina 
significant reduction in non-performing commercial mort- 
gage loans. Credit risk policies and practices were also devel- 
oped and implemented to improve the quality of lending 
activities and to assist management with the timely identifica- 
tion of potential arrears problems. Management believes that 
the allowance for credit losses as at March 31, 1997 (Table 7) is 
sufficient to absorb known and future losses in the consumer 
loan and mortgage loan portfolios. 


$ 67,277 $ 785,725 


$1,111,737. $ 34,005 $1,077,732 $ 101,777 $ 975,955 


1996 1995 
0.04% 0.00% ‘ 
1.66% 0.81% 
4.30% 2.86% 
22.71% 21.31% 


Gain on Sale of Investments increased by $2.6 million 
to $2.5 million from a loss of $53 thousand for the year ended 
March 31, 1996. Sales of the Corporation's investments in 
fund seed capital, common and preferred stock anda 
Government of Canada bond resulted in the increase. The 
proceeds from the sale of investments were used to pay selling 
commissions. 
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EXPENSES 
General and administrative expenses increased by $8.0 
million to $96.3 million from $88.3 million for the year ended 
March 31, 1996 (1995 - $80.9 million). Compensation 
expenses for higher staffing levels attributable to the growth in 
business and enhanced earnings performance combined with 
expenses relating to the implementation of information tech- 
nology initiatives accounted for the increase. 


Trail Commission 
(thousands of dollars) 


Years ended March 31 
Canadian Fund Operations 
U.S. Fund Operations 


Trail commission to dealers increased by $18.0 million 
to $59.8 million from $41.8 million for the year ended March 
31, 1996 (1995 - $33.1 million) due to the growth in mutual 
fund assets under management in Canada and the U.S. 

Table 8 provides the trail commissions applicable to the 
Canadian and U.S. Fund Operations. 


£19975, Change 1996 Change 1995 
. 54,836, $ 15,889  $ 38,947 $ 8141  $ 30,806 
4,988 2,112 2,876 625 2,251 
$59,824 $ 18,001 -$ 41,823 $ 8766 $ 33,057 


“Tle eel 
ony. Suicadviscr Fees ! 
Meck of dollars) 
Years ended March 31 1997 Change 1996 
Canadian Fund Operations $ 6,636 $ 2,581 $ 4,055 
U.S. Fund Operations 9,452 » 5,443 4,009 
$ 16,088 $ 8024 $ 8,064 


Sub-advisor fees increased by $8.0 million to $16.1 million 
from $8.1 million for the year ended March 31, 1996 (1995 - 
$4.5 million) due to the growth in mutual fund assets in 
Canada and the U.S. administered by independent portfolio 
managers as detailed on Table 9. (Intercompany sub-advisory 
fees have been eliminated from the schedule.) 


Change 1995 

$ 1,587 $ 2,468 
2,005 2,004 
$53,092" 58 4,472 


Interest on senior debentures increased by $7.4 million, 
a result of the issuance, effective April 2, 1996, of $100 million 
of unsecured indebtedness evidenced by $50 million aggre- 
gate principal amount of 7.20% Senior Debentures designat- 
ed as Series 1, maturing March 15, 1999 and $50 million 
aggregate principal amount of 7.72% Senior Debentures des- 
ignated as Series 2, maturing March 15,2001. 


Amortization of deferred selling commissions 
increased by $30.5 million to $61.9 million from $31.4 mil- 
lion for the year ended March 31, 1996 (1995 - $20.6 million). 
Higher sales of Canadian and U.S. mutual funds on a deferred 
sales charge basis, combined with the decision by the 
Corporation to pay selling commissions directly, resulted in 


the increase. 
(thousands of dollars) 
Years ended March 31 Change 1996 Change 1995 
Canadian Fund Operations $27,842 $ 30,258 $ 10,179 $ 20,079 
U.S. Fund Operations 2,675 1,161 595 566 
$ 30,517 $ 31,419 $ 10,774 $ 20,645 
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lorirertiid say and Capital Resources 


The Corporation’ strategy is to maintain sufficient capital 
and liquid assets to: ; 

¢ finance its own operations; 

e provide the capital requirements of subsidiary companies; 
e service its debt; 

e pay dividends to shareholders; and 

* acquire new businesses should opportunities arise. 


The Corporation and Mackenzie Investment pay selling 
commissions to dealers who sell units of managed mutual 
funds on a back load basis which, during high volume peri- 
ods, places significant demands on capital resources. 
Improved market performance during the past few years, 
fuelled by low interest rates and inflation, changing demo- 
graphics and an increasing investor awareness of capital mar- 
kets, has led to significant increases in mutual fund sales, 
especially on a back load basis. 

The challenge facing the Corporation is to: 

¢ maintain sufficient capital resources to pay selling commis- 
sions during these periods of high growth; and 

* to ensure that capital resources and liquid assets exceed 
short-term requirements should acquisitions or other 
opportunities arise. 

Capital resources are generated 


internally through retained earnings 
and externally through bank financ- 
ing, the issuance of debentures and 
notes payable and the sale of common 
shares by the Corporation and Speratonstt) 
Mackenzie Investment. Previously the EER Payment of 
Corporation had funded a portion of 
the selling commissions through the 
sale of units of limited partnerships. 


The last limited partnership formed by 


Increasing fund 


Cash flow and payment 
of selling commissions 


(in millions of dollars) 


EZEH Cash flow from 


selling commissions 


the Corporation was Mackenzie Limited Partnership 1994. 

In April 1996 the Corporation issued $100 million of 
unsecured senior debentures and in December 1996 
Mackenzie Investment issued one million shares of its com- 
mon stock at a price of $8.50 per share and listed the shares on 
The Toronto Stock Exchange. The Corporation also generated 
$11.9 million from the exercise of stock options as compared 
to $2.2 million for the previous year. The proceeds from these 
issues will be used primarily to pay selling commissions to 
dealers. During the year the Corporation funded directly 
$187.5 million in selling commissions and $23.2 million was 
paid by Mackenzie Investment. To provide additional liquidity 
should an unforseen event occur, the Corporation also main- 
tains a $50 million line of credit with a Canadian chartered 
bank and, in March 1997 Mackenzie Investment extended its 
loan facility from a U.S. bank to $10 million (U.S.). 

M.R.S. Trust maintains sufficient liquid assets to meet 
ongoing operating and regulatory requirements. M.R.S. Trust 
uses customer deposits to fund mortgage lending activities. 
The sale of units of Ivy Mortgage Fund and mortgage-backed 
securities and the securitization of mortgages and RRSP con- 
sumer loans have also been used to enhance liquidity. : 
Liquidity and capital ratio requirements 
are monitored on a regular basis and 


reported to the regulatory authorities on 
a monthly basis. 

In addition to utilizing the increasing 
cash flow generated from operating 
activities, the Corporation will continue 
to pursue other financing opportunities 
to maintain liquidity and the strong 
capital base required to increase man- 
aged assets and complete other strategic 
initiatives. 
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[Increases in the Corporation's managed assets lead directly to 
revenue increases because most of our fee revenue is derived 
as a percentage rate of assets under administration. The 
yrowth in assets under administration in fiscal 1997 clearly 
mil lead to higher revenue in fiscal 1998. Ensuring continuing 
profitability gains in 1998 and beyond will bea principal 
management focus. 

We expect business prospects for the Corporation's 
Canadian and U.S. Fund Operations to improve further. The 
highly successful initial public offering by Mackenzie 
Investment in December 1996 was a telling sign that 
Mackenzie Investment's prospects had reached a new level. 
Increasing growth at Mackenzie Investment and acceptance 
of their international and emerging growth funds is exciting 
for long term shareholders who suffered through our initial 
losses in the U.S. Fund Operations. 

M.R.S. Trust's asset quality has steadily improved in recent 
years. Management expects enhanced future returns from this 
operation as interest margin spreads continue to widen and 
new securitized products begin to contribute to a more diver- 
sified revenue base. 

Fiscal 1998 will be a year of extensive product and service 
launches for Multiple Retirement Services. That subsidiary 
has a business vision modelled after services provided by 
Schwab and others in the U.S. market to independent dealers. 
Successful execution of this model should substantially 
broaden Multiple Retirement Services revenues, contributing 
to significant economies of scale. 

We continue to benefit from the excellent results generated 
by the management team which independently operates 
Midland Walwyn. Continued high levels of new issue activity, 
improved institutional market share and higher trading vol- 
umes on Canadian stock exchanges have steadily improved 
Midland Walwyn’s earnings results and its future prospects. 

Two factors could have a moderating impact on near-term 
earnings growth. First, any retreat in securities prices in stock 
and bond markets will serve to reduce revenue growth by 
decreasing the value of our assets under administration. 
Persistent declines in security values have also historically 
reduced future mutual fund sales, until security values again 
increase. Second, the volatility in the contribution from 
Midland Walwyn is an aspect of the brokerage industry that 
can never be ignored, regardless of the experience and exper- 
tise of its management team. 


Management views the Corporation and its subsidiaries as 
a flexible financial services platform from which a wide vari- 
ety of investment management products and services can be 
provided to independent dealers in Canada and the U.S. 
Mackenzie Investment’s recent successes and the opportunity 
provided by new technology, such as the Internet, have result- 
ed in a vision of the future which has broad scope for growth. 
Growth will come not only from the businesses where we cur- 
rently compete and dealers we now serve — but also from 
new emerging products and services independent dealers will 
need to stay competitive in the future and eventually — from 
international dealers who are just beginning to sell our 
Canadian and U.S. mutual funds abroad. 

Management has plans and products on the drawing 
board that it expects will complement current growth. In 1997 
over 50% of the Corporation's consolidated revenue came 
from products launched or acquired after 1992. We will con- 
tinue to introduce new products and services on an on-going 
basis to ensure that an acceptable rate of growth in sharehold- 
er value is maintained. 

To spearhead that growth the Corporation stresses basic 
fundamental strengths: 

* outstanding, motivated employees; 

¢ superior long-term investment performance; 

equality administrative systems and services; 

ea high commitment to the independent distribution net- 
work; and 

ea strong balance sheet. 

Management believes these strengths will result in 
continued improvements in earnings and shareholder value 
in future years. 
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Management’s Report to the Shareholders SF a a a 
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The accompanying consolidated financial statements and all 
information in the Annual Report have been prepared by 
management and approved by the Board of Directors of the 
Corporation. The consolidated financial statements were pre- 
pared in accordance with accounting principles generally 
accepted in Canada and, where appropriate, reflect manage- 
ment’s best estimates and judgements. Management is respon- 
sible for the accuracy, integrity and objectivity of the 
consolidated financial statements within reasonable limits of 
materiality and for the consistency of financial data included 
in the text of the Annual Report with that contained in the 
consolidated financial statements. 

Management is responsible for the maintenance of a sys- 
tem of internal controls designed to provide reasonable 
assurance that the Corporation's assets are safeguarded; that 
only valid and authorized transactions are executed; and 
that accurate, timely and comprehensive financial informa- 
tion is prepared. | 


ALEXANDER CHRIST 
President and Chief Executive Officer 


May 8, 1997 
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The Corporation’s Audit, Finance and Risk Committee is 
appointed by the Board of Directors annually and is com- 
prised entirely of non-management directors. The Audit, 
Finance and Risk Committee meets with management as well 
as with the independent auditors to satisfy itself that manage- 
ment is properly discharging its financial reporting responsi- | 
bilities and to review the consolidated financial statements 
and the independent auditors report. The Audit, Finance and 
Risk Committee reports its findings to the Board of Directors 
for consideration in approving the consolidated financial 
statements for presentation to the shareholders. The indepen- 
dent auditors have direct access to the Audit, Finance and Risk 
Committee of the Board of Directors. 

The consolidated financial statements have been indepen- 
dently audited by Coopers & Lybrand on behalf of the share- 
holders, in accordance with generally accepted auditing ° 
standards. Their report outlines the nature of their audit and 
expresses their opinion on the consolidated financial state- 
ments of the Corporation. 


JAMES T. DRYBURGH 
Senior Vice-President and Chief Financial Officer 


2 


Auditors’ Report to the Shareholders 


We have audited the consolidated balance sheets of Mackenzie 
Financial Corporation as at March 31, 1997 and 1996 and the 
consolidated statements of earnings and retained earnings 
and changes in financial position for each of the years in the 
three year period ended March 31, 1997. These financial state- 
ments are the responsibility of the Corporation’s manage- 
ment. Our responsibility is to express an opinion on these 
financial statements based on our audits. 

We conducted our audits in accordance with generally 
accepted auditing standards in Canada. Those standards 
require that we plan and perform an audit to obtain reason- 
able assurance whether the financial statements are free of 
material misstatement. An audit includes examining, ona test 


Toronto, Canada 
May 8, 1997 


basis, evidence supporting the amounts and disclosures in the 
financial statements. An audit also includes assessing the 
accounting principles used and significant estimates made by 
management, as well as evaluating the overall financial state- 
ment presentation. 

In our opinion, these consolidated financial statements 
present fairly, in all material respects, the financial position of 
the Corporation as at March 31, 1997 and 1996 and the results 
of its operations and the changes in its financial position for 
each of the years in the three year period ended March 31, 
1997 in accordance with accounting principles generally 
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Coopers & LYBRAND 
Chartered Accountants 


accepted in Canada. 


osha Naam bi | 
Yan asennad lator 28 surgi 
cnguevatte Teel Nite “(ities 61 eyodilags rea! ugg 


PS edbvorpeelamepa it i eesti ehiagnie ; fh iit r 
aes dente atime Bande lnanie ai wae Pt hag Said, 


tera torent Bhd whl at has vrosihyi tatiaybell str bn a 
Okra lodias sel e Tics bathers) eine seth ty ect 


LiEeseeet italy faders Argetiownone tit neiite shied ant ee 


“wy af P aval, lovbamels alt of Hole witeany, ret Spee 
witha ys roel palsies sas iy bes ria eels shavings 2 at sed fest 
ie seniCt yn bay Benet ler trices? 
ehqubninasdayrnd Hayden ptony Ii afeapeait Qostnd sign Kp 7 
nuit nphle oe re Brant bs eihegpak) 4 Bay teva’ lersh 


 geliineleeg nag rhe iil oe jabaowsa a aati ah 


bretihwaniant io snubs orl niin nogetied Tzhanbndt 


“eho of ene shale eee Gul epee Ie ait auntot (x9 
) ite! Meet "1a. an whi iy ave ie att) 
ws) ‘een h iy ie KN AK i, 
, 0 hile.) \ } 


Hein vad T aa weal 


ra 
a 
= 
=. 
“ee 
oo 
e 
— 
3 
=" 
7 
Ee 


ee 


pore 


‘ ssdicale pe ie > 

- el bosbhuragaitah t pan eta 
bea) Ais ae ues 
apn bal ac ia 


einen Wawa 


tt PD paris 1 Py l ? lavum seth sal ia th 2) a aS re j pvirint with eth de int») ' a 
is ane Lae 
: ii 7 7 " Yee gal. 
“od i oe Te oo " - ‘ 
| srablotas ede a 
ic 
wit ileal yaaatl by qa $0 sasinlhs ‘ -sguddorpbins nore lecibestela 


Wi! Ly eRe eebintaabodly fibins Wh airineite) fla tal ehh 
woU FM rite yng hherw boewnge it aba 


osfelne leary! so ii ab arte ie & 


atrya ut subse bi lett 
hy neilene ai) ir tht ie 
athragt oil! brs BAH Ay (i on res 


“A ape hier Bite hr 


ue aa : 1 


oe Ads 
ty ali 


s i 
BF { 
poker 10 4 i 


a i +? oy 


As at March 31 
(thousands of dollars) 


1996 
Assets : 
Cash and shoft-term investments (note 8) $ 103,188 
Accounts and other receivables (note 8) 61,781 
Income taxes recoverable 38,055 
Loans (notes 3 and 8) 224,730 
Deferred selling commissions and investment 
in related partnerships (note 4) 219,506 
Investment in affiliated company 60,429 
Management contracts 14,360 
Capital assets (note 6) s 2 ee 25,922 
Goodwill EE 6,099 7,104 
Other assets (note 7) ; a ie 6,660. 12,396 
7 _ $992,547. $ 767,471 
Liabilities a) ee 
Bank loans $6,805. $ 14,800 
Accounts payable and accrued liabilities .. "£86,268 A 49,965 
Customer deposits (note 8) 278,302 Ee 283,478 
Debentures and notes (note 9) 131,341 . 37,973 
Deferred taxes 128,389. 92,803 
Minority interest 4,661 —: 2 
635,766 479,019 
Commitments and Contingency (notes 13 and 14) 
Shareholders’ Equity 
Capital stock (note 10) 
Authorized - Unlimited number of common shares 
Issued and outstanding | 
— 61,129,815 (1996 — 59,628,615) common shares 52,887 41,028 
Retained earnings ~ 303,894: 247,424 
| 356,781... 288,452 


- $ 992,547... $ 767,471 


(The accompanying notes are an integral part of these consolidated financial statements.) 


Signed on behalf of the Board 
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ALEXANDER CHRIST F. WARREN HURST 
Director Director 
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Consolidated Statements of Earnings and neg Earnings 
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For the years ended March 31 : 
(thousands of dollars except per share figures) 


1996 1995 
Revenue i 
Management and administration fees oo 250)27 7a ee) 2.043 
Less distribution fees paid to limited partnerships (23,914) (22,529) 
226,363 189,514 
Distribution revenue 14,901 10,130 
Interest relating to lending operations 22,466 15,187 
Interest and dividends 5,732 6,760 
Gain (loss) on sale of investments (53) (19) 
269,409 2215272 
Expenses 
General and administrative 88,334 80,951 
Trail commissions to dealers 41,823 33,057 
Subadvisory fees 8,064 4,472 
Interest expense relating to deposit operations 15,098 11,389 
Interest expense on bank loans 795 647 
Interest expense on notes payable (note 9) 2,688 3,084 
Interest expense on senior debentures (note 9) a a 
Depreciation and amortization of capital assets 10,255 9,225 
Amortization of goodwill 1,258 1,197 
Amortization of management contracts 3,174 3,174 
Amortization of deferred selling commissions (note 4) 31,419 20,645 
202,908 167,841 
Earnings before provision for income taxes, equity in 
earnings of affiliated company and dilution gain 66,501 53,731 
Provision for (recovery of) income taxes (note 11) 
Current (13,377) (639) 
Deferred 44,380 25,705 
31,003 25,066 
Net earnings before equity in earnings 
of affiliated company and dilution gain 35,498 28,665 
Equity in earnings of affiliated company S730 785 
Dilution gain — — 
Minority interest share of earnings —- — 
Net earnings for the year 40,728 29,450 
Retained earnings - beginning of year 215,402 193,064 
Adjustment for impaired loans (390) — 
215,012 193,064 
Dividends paid 8,316 7,112 
Retained earnings - end of year $ 247,424 $ 215,402 
Earnings per share - basic 0 Fe $ 0.69 $ 0.50 
Fully diluted earnings per share (note 10(b)) )3 ss $ 0.66 $ 0.49 


(The accompanying notes are an integral part of these consolidated financial statements.) 
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For the years ended March 31 
(thousands of dollars) 


ee 


1996 
Operating Activities 
Net earnings for the year $ 40,728 
Items not affecting cash - 
Depreciation and amortization 46,106 
Deferred taxes 44,380 
Adjustment for impaired loans (390) 
Equity in earnings of affiliated company 
net of dividends received of $910 
(1996 - $840; 1995 - $840) (4,390) 
Dilution gain _ 
Minority interest share of earnings — 
126,434 
Net (increase) decrease in non-cash 
balances related to operations (note' 12) (43,203) 
83,231 
Financing Activities . 
Proceeds from (repayment of) bank loans 1,788 
Repayment of notes payable (6,211) 
Proceeds from issue of senior debentures (note 9) _ 
Net proceeds from issue of Ce ts 
Mackenzie Investment Management Inc.shares_ 5." 7,174 — 
Increase (decrease) in customer deposits coer (5,176) 69,598 
Payment of dividends = é (9,044) : (8,316) 
Issue of common shares 511,859.24 2,215 
“89,239 "59,074 
Investing Activities sauces ; 
Purchase of capital assets | (13,463) 
Payment of selling commissions | (138,168) 
Decrease (increase) in loans (34,500) 
Decrease (increase) in other assets 2,628 
Purchase price of shares in subsidiary company (69) 
Proceeds from sale of affiliated company (note 5) _ 
Increase in investment in affiliated company —_ 
(183,572) 
Increase (decrease) in cash and cash equivalents (41,267) 
Cash and cash equivalents - beginning of year 144,455 
Cash and cash equivalents - end of year 103,188 
Cash 8,907 
Short-term investments 94,281 
=| $ 103,188 


(The accompanying notes are an integral part of these consolidated financial statements.) 


1995 
$ 29,450 


34,241 
25,705 


55 


89,451 


12,208 
101,659 


8,245 
(5,816) 


34,535 
(7,112) 
52 


29,904 


(15,160) 
(32,876) 
(47,630) 
(3,333) 
(27) 


(555) 
(99,581) 


31,982 


1124/5 
$ 144,455 


Dee, 092 
140,763 


$ 144,455 
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For the years ended March 31, 1997, 1996 and 1995 
(thousands of dollars except per share figures) 


A 


Description of Business. -. 


re er ee 
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The Corporation is incorporated under the Business 


Corporations Act (Ontario). Its shares, which are widely held, 


are listed on The Toronto Stock Exchange and the Montreal 


Exchange, under the ticker symbol MKF, and quoted on NAS- 


DAQ in the United States under the ticker symbol MKFCE. 
Effective December 13, 1996, the common shares of 
Mackenzie Investment Management Inc. ,a majority owned 
subsidiary of the Corporation, were listed on The Toronto 
Stock Exchange under the ticker symbol MCI. 

The Corporations principal business is the marketing and 
management of public mutual funds in both Canada and the 


Sa, 


“Significant Accounting Policies 


United States. In addition, the Corporation provides invest- 
ment management services to other public mutual funds and 
private accounts. 

The Corporation's main ancillary businesses are the opera- 
tions of M.R.S. Trust Company and Multiple Retirement 
Services Inc. These subsidiaries provide trustee and adminis- 
trative services to registered accounts. As well, M.R.S. Trust 
Company conducts deposit taking and lending activities. 

The Corporation maintains a minority interest in Midland 
Walwyn Inc., the holding company for the brokerage firm, 
Midland Walwyn Capital Inc. 


The Corporations financial statements are prepared in accor- 
dance with accounting principles generally accepted in 
Canada. See note 18 for a reconciliation of differences 
between consolidated financial statements using Canadian 
generally accepted accounting principles and United States 
generally accepted accounting principles. The significant 
accounting policies are as follows: 


Management’s Estimates 


The preparation of financial statements in conformity with 
generally accepted accounting principles requires manage- 
ment to make estimates and assumptions that affect the 
amounts reported in the financial statements and accompa- 
nying notes. Management believes that the estimates utilized 
in preparing its financial statements are reasonable and pru- 
dent. Actual results could differ from these estimates. 


Principles Of Consolidation 


The consolidated financial statements include the accounts of 
the Corporation and its directly and indirectly owned sub- 
sidiaries and partnership of which the principal operating 
entities are: 

¢ Mackenzie Investment Management Inc. (“MIMI”) 


(a DelawWare'COmpanly) stews tate tetttte asa cokcncbeccetesehes 89% 
oM-RiSsirust Company (“MRSTO")%... os. cccceereseeees 100% 
* Multiple Retirement Services Inc. (“MRSI”) ........:.045. 100% 
e Mackenzie MEF Management Inc. ........eeceseseeseseeeeee 100% 
¢ Mackenzie Securitized Partnership (“MSP”) ............ 100% 
e Mackenzie Financial Services Inc. (““MFSI”) .............. 100% 


Investment In Affiliated Company 


The Corporation accounts for its investment in Midland 
Walwyn Inc. (“MWI”) using the equity method whereby the 
investment is initially recorded at cost and adjusted to recog- 
nize the Corporation’s share of after-tax earnings or losses less 
any dividends received. The excess of the purchase price of 
MW1I over the value of net assets acquired of $15,298 is being 
amortized on a straight line basis over 20 years. The 
Corporation owns approximately 20.1% of the ordinary 
shares of MWI with a quoted market value of $85,400 (1996 - 
$56,000). 
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Short-term Investments 


short-term investments, consisting of liquid assets, are carried 
itamortized cost which approximates market value. 


Foreign Currency Translation 


\{IMI, a U.S. company, is considered to be financially and 
»perationally dependent on the Corporation and accordingly, 
he temporal method of translation is used. Under this 
uethod, monetary assets and liabilities are translated at the 
“ate of exchange in effect at the balance sheet date. Non-mon- 
stary items are translated at historical exchange rates and rev- 
snue and expense items are translated at the average exchange 
‘ate prevailing throughout the year, except for depreciation 
ind amortization which are translated at the same historical 
»xchange rates as the assets to which they relate. Any resulting 
oreign exchange gains and losses are reflected in earnings. 


Capital Assets 


Capital assets are carried at cost less accumulated depreciation 
ind amortization. Depreciation and amortization are provid- 
-d at annual rates as follows: 

’ Furniture and equipment - 20% diminishing balance basis 

* Computer hardware - 30% diminishing balance basis 

» Computer software - 50% straight-line basis 

» Leasehold improvements - straight-line over term of lease 


Loans 


.oans are stated at cost, which includes interest capitalized 
ind accrued, and other charges, less repayments and 
illowances for losses. Interest income on non-performing 
‘ans is not accrued. Loans are classified as being non-per- 
‘orming when a specific allowance has been established or 
when interest or principal is past due 90 days. When the value 
»f any loan is identified as impaired, the carried amounts are 
idjusted to estimated realizable amounts. Estimated realiz- 
ible amounts are measured by discounting reasonably deter- 
minable expected future cash flows at the effective interest 
rate inherent in the loan or using the fair value of underlying 
security less realization costs or observable market prices for 
the loans. 


Goodwill 


Goodvwill is recorded at cost and is being amortized on a 
straight-line basis over ten years. The Corporation assesses 
the value of its goodwill by considering the estimated future 
economic benefit associated with the earnings capacity of its 
subsidiaries. Goodwill is written down when it is considered 
that a permanent impairment in ongoing value has occurred. 


Management Contracts 


Management contracts are recorded at cost and are amortized 
ona straight-line basis primarily over a ten year period. The 
Corporation assesses the value of its management contracts 
by considering the future economic benefit associated with 
the revenue capacity of the related mutual funds. 


Selling Commissions And Investment In 
Related Partnerships 

The Corporation directly finances selling commissions relat- 
ing to its mutual funds which are distributed on a deferred 
sales charge basis. In addition, the Corporation previously 
participated with private investors in various related limited 
partnerships whose primary business purpose was to distrib- 
ute and fund deferred sales charge mutual funds. The related 
limited partnerships were consolidated into Mackenzie 
Master Limited Partnership (“MLP”) and the units of MLP 
were listed on The Toronto Stock Exchange. Selling commis- 
sions and investment in MLP are recorded at cost and are 
amortized over five to seven years. Unamortized deferred sell- 
ing commissions and investment in MLP are written-off in 
the period to the extent that it is unlikely that expected future 
revenues will recover the unamortized costs. 

Revenue from the financing of selling commissions by the 
Corporation, directly and indirectly through investments in 
MSP and MLP, is included in distribution revenue and 
amounted to $17,006 (1996 - $10,227; 1995 - $6,560) and in 
management and administration fees in the amount of 
$19,121 (1996 - $16,857; 1995 - $11,701). 


sation ih. feds io 
a > beh v wren Awl ms 45 i 
si a i ‘ Ae et re 
a Ponape a se 
iy tA} reetabig aint, 
ee 


ne salen ai es igs 

| “dN om bia nna 
COG ayy ie apes’ Re prcae 
“eon Nnashinl tue 


ic i “ail ae 1‘ anyihe ti t 
Pipl pitted a ae 
cana t Min 


a 
a 
“an 


eT A 


. 
hh yy 


An analysis of loans and related provision for credit losses is as follows: 


1996 
Carrying 
Amount 
Loans: 
Residential and commercial mortgages $ 195,830 
Real estate 298 
Consumer loans 28,602 
Total loans = $217,795. + $ 224,730 
Specific Provision 


Loans are reviewed regularly by management to assess classi- 
fication as non-performing and, where appropriate, to require 
provision or write-off. The determination of the estimated 
recovery amount of non-performing loans is based on dis- 
counting of estimated cash flows and the fair value of the 
underlying security or observable market prices, as appropri- 
ate, in accordance with management's recovery plan. The 
value of collateral, which may vary by type of loan and which 


" Deferred Sellinc 


During the year ended March 31, 1997, the Corporation 
funded $210,715 (1996 - $138,168; 1995 - $32,876) in 
deferred selling commissions. 


- 


i 1997 1996 

Deferred selling commissions $ - 507,163 = $ 296,448 
Investment in MLP ie ae “6,996 A 6,996 
51459 334 


Accumulated amortization ie 145,874 = 83,938 


£$ 368,285 © $ 219,506 


| Commissions and Investment in Related Partnershi 


may include cash, real property, accounts receivable, guaran- 
tees, inventory or other capital assets, is considered in estab- 
lishing provisions. 


General Provision 


The general provision is established at a level which reflects 
management’ estimate of the provision required in respect « 
the loans for which individual specific provision cannot yet | 
determined. 


The Corporation recorded amortization of $60,537 (199 
~ $30,032; 1995 - $19,280) of deferred selling commissions 
funded directly and amortization of $1,399 (1996 - $1,387; 
1995 - $1,365) of its investment in MLP. 

Redemption fees are payable by mutual fund unitholders i 
mutual fund units acquired on a deferred sales charge basis 
are redeemed within a specified period. The Corporation ha: 
estimated that its entitlement to such redemption fees, net of 
the permitted 10% free redemptions, at March 31, 1997 woul 
have amounted to $467,559 (1996 - $255,363) if all unitholc 
ers had redeemed their fund units on that date. 
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iJ: Acquisitions and Divestitures.. 


Effective June 30, 1994, the Corporation sold 50% of its 
investment in Versa Management Systems Limited (“VMSL”) 
to employees of VMSL for $550 and commencing July 1, 
1994, the Corporation accounted for its investment in VMSL 
using the equity method. 

Effective June 10, 1996, the Corporation sold its remaining 
investment in VMSL to employees of VMSL for $742. 


Furniture and equipment 
Leasehold improvements 
Computer hardware 

Computer software 


Other assets comprise the following: 


Mutual fund seed capital - at cost ey gt 
(quoted value $4,134; 1996 - $9,409) 3S: 
Investments - at cost 


(quoted value $466; 1996 - $3,001) 
Other 


28,269 


61,084 
35,162 


1996 
11,520 
8,617 
12,678 


M.R.S. Trust Company held segregated assets as collateral for 
customer deposits as follows: 

FTES 1997 3 1996 
£$ 58,734; $ 72,952 


Cash and short term investments 


Loans y 
Mortgage loans 4 181,924 
Consumer loans 28,602 
Trustee fee receivable = 


A 
: 
¥, 


? 


bt 


Total assets held for customer deposits : 78, 302 | $ 283,478 
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1996 Notes 
Seles BGOaaNT Amortizing Asset-Backed Notes (“Notes”), Series 1994-1 
nee ; “e mature on March 1, 2001, bear interest at 6.67% per annum, 
Series 2 = ; 
calculated semi-annually, and are repayable monthly in equz 
a blended amounts of principal and interest of $744. A fixed 
Notes 37,973 and floating charge on MSP’s right to receive distribution an: 
$ 37,973 related fees, the proceeds therefrom and amounts from 
investments of its liquid assets has been pledged as security 
Senior Debentures for the Notes which are non-recourse to the Corporation. 


The annual principal payments required in each of the next 
four years are: $7,082 in 1998; $7,562 in 1999; $8,075 in 200( 
and $8,622 in 2001, at which point in time the Notes will be 
fully repaid. 


Effective April 2, 1996, by short form prospectus, the 
Corporation issued $100,000 of unsecured indebtedness evi- 
denced by $50,000 aggregate principal amount of 7.20% 
Senior Debentures designated as Series 1, maturing March 15, 
1999 and $50,000 aggregate principal amount of 7.72% Senior 
Debentures designated as Series 2, maturing March 15,2001. 
Interest on the Senior Debentures is payable in semi-annual 
instalments on March 15 and September 15. The expense of 
the issue, inclusive of underwriters fees of $538, was $947. 


A 
O capital stack: 


(a) Stock Options 

The Corporation has granted options to purchase common During the year ended March 31, 1997, options for 

shares to employees and others, at a minimum of the market 1,501,200 shares (1996 - 364,500; 1995 - 10,000) were exer- 

price on the date the options were granted. These options have cised for cash proceeds of $11,859 (1996 - $2,215; 1995 - 

five year terms and are exercisable one year from date of grant. $52). The average weighted price for options issued during the 
A maximum number of 1,537,191 common shares has year ended March 31, 1997 was $13.69 (1996 - $9.59; 1995 - 

been reserved for future options under the share option plans. $7.81). 


The maximum number of shares to be allocated to each 
employee is 1% of the issued and outstanding common shares 


of the Corporation. 
Year Expiry Exercise Outstanding Issued Exercised Cancelled § Outstanding 
Granted Date Price$ = March31,1996 DuringYear DuringYear DuringYear March31,1997 
1992 1997 4.95 - 5.50 739,000 — 692,000 — 47,000 
1993 1998 7.625 — 12.00 1,812,500 — 507,100 7,900 1,297,900 
1994 1999 7.90 - 9.50 527,000 — 136,000 — 391,000 
1995 2000 8.00 - 11.25 866,700 — 166,100 600 700,000 
1996 2001 13.25. 17.70 — 819,660 _— 13,960 805,700 
3,945,200 819,660 1,501,200 22,060 3,241,600 
(b) Earnings per Share 


Fully diluted earnings per share have been calculated on the 
basis that all of the options to purchase common shares exist- 
ing at the end of the year had been exercised at the beginning 
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1996 
Amount 
$ 66,501 


Rate 
100% 


Amount 
$ 953,731 


Rate 
100% 


ome taxes at statutory federal 
and provincial rates 
rease (decrease) from statutory rates: 


$ 29,673 44.6% 


(1.7) 
(0.2) 


0.1 


1.8 935 
0.8 
Wy? 769 


(240) 
(296) 


(490) 


$ 23,857 44.4% 


(0.4) 
(0.5) 


17 
1.0 
1.4 


(0.9) 


fit for the year - MIMI (1,181) 
exempt investment income (113) 
__ allowed expenses 
_ odand entertainment 1223 
_ .ortization of goodwill 561 
| cortization of management contracts 773 
vision for reassessment (note 14) = 
ler items ge 924 Cee : 67 
| me taxes reported : $ 42,308 44.4% $ 31,003 46.6% 


$ 25,066 46.7% 


| \{IMI has non-capital losses for income tax purposes of 
_ oroximately $27,755. The tax benefit of these losses has 
n reflected in the financial statements. These losses arise 


Year ending 


n timing differences between the deduction of expenses in 
financial statements and for income tax purposes and 
ire as follows: 


inges in non-cash balances related to operations: 


(increase) decrease in non-cash balances related to operations: 
‘ounts and other receivables 
ome taxes recoverable 
ounts payable and accrued liabilities 
ome taxes payable 


March 31,2001 
March 31, 2002 
March 31,2003 
March 31, 2004 
March 31, 2005 
March 31, 2006 
March 31, 2007 
March 31, 2008 
March 31,2010 
March 31,2011 
March 31, 2012 


Total 


1996 


$ (10,264) 
(38,055) 
15;o78 
(10,257) 


1995 


(5,336) 
10,854 
(3,567) 
10,257 


$ @78) | 


$ (43,203) 


12,208 
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“ Commitments © 


The Corporation has operating lease commitments 
as shown: 


1998 (2 $ 10,962 
1999 9,350 
2000 7,058 
2001 5,612 
2002 5,336 
2003 and thereafter 5,124 
Total $ 43,442 


In 1993, the Corporation established MSP, a securitized part- 
nership, to fund selling commissions payable upon the sale of 


securities of the Corporation-sponsored Canadian mutual 
funds. The Corporation is a 99.9% partner of MSP and MFSI, 
a wholly-owned subsidiary of the Corporation, owns the 
remaining interest. The securitized partnership format 
enabled debt issued by MSP to receive a superior credit rating. 
In calculating its income for tax purposes, the Corporation 
deducted the selling commissions of $162,960 paid by MSP 
in the years that they were incurred on the basis that the 
Corporation was carrying on its business of distributing secu- 
rities of mutual funds through MSP, and that such deduction 
was therefore in compliance with Revenue Canada’s estab- 
lished assessing policy regarding the immediate deduction of 
selling expenses of mutual fund managers and other financial 
institutions. Revenue Canada has informed the Corporation 
that notwithstanding the fact that the Corporation and its 
wholly owned subsidiary are the sole partners of MSP, in 
Revenue Canada’s view the Corporation is not entitled to the 


immediate deduction of selling commissions incurred by 
MSP. Revenue Canada and subsequently the Ministry of 
Finance, Ontario have reassessed the Corporation on the basis 
that the selling commissions must be deferred and amortized. 
The tax issue is solely one of the timing of the deduction. The 
tax at issue is fully provided for on the Corporations balance 
sheet under the headings “Income taxes recoverable” and 
“Deferred taxes’. 

In September 1995, the Corporation discontinued the use 
of MSP to fund selling commissions and now pays selling 
commissions directly. 

The Corporation is contesting the reassessments. If the 
Corporation is not successful, management estimates that the 
maximum charge to earnings will be $3.7 million (approxi- 
mately $0.06 per share) arising from the interest accrued to 
date in excess of amounts provided by for the Corporation. If 
any payment is required to be made it will be accounted for as 
a current period adjustment. 
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1O Segmented Information — ° 


The Corporation carries on its activities through one business 
segment, namely financial services, and in two geographic 
segments, Canada and the United States. 
Revenues Earnings before Taxes Net Earnings Assets 
and Equity in Earnings 
of Affiliated Companies 


1996 Canada $ 242,488 $ 63,855 $ 38,082 $ 733,742 


United States 26,921 2,646 2,646 33,729 
Total $ 269,409 $ 66,501 $ 40,728 $ 767,471 
1995 Canada - $ 201,330 $ 53,190 $ 28,909 $ 589,566 
United States 20,242 541 541 28,997 
Total snet221\572 $0 5373) $ 29,450 $ 618,563 


Fair. Value of Financial Instruments ~ 


The amounts set out below represent the fair value of on- and Book _ Estimated 
off-balance sheet financial instruments of the Corporation. value fair value>. 
The amounts do not include the fair value of underlying lines Be 
of business. CERES 
ee Seed capital $ 3,857 $ 4,134: 
While fair value amounts are designed to represent esti- rennin Caneel equities 399 466 
mates of the amounts at which instruments could be ite 217,795 273,349 


exchanged in current transactions between willing parties, ecounts and otherreceiables 


certain of the Corporation's financial instruments lack an Receivable on saleot 


available trading market. Therefore, fair values are based on mortgage-backed securities 3,144 3,953 
estimates using present value and other valuation techniques, peer ne See 


: oo, f $ 225,118 $ 231,902 
which are significantly affected by the assumptions used con- 


cerning the amount and timing of estimated future cash flow Liabilities 
and discount rates which reflect varying degrees of risk. Customer deposits 

The estimated fair value of the remaining monetary assets Guaranteed investment certificates $ 278,302  $ 284,024 
and liabilities is approximately equal to book value as the Asset backed notes, Series 1994-1 31,341 32,149 
items are short-term in nature. Senior debentures, Series 1 and 2 100,000 103,890 


The fair value of mortgages and consumer loans is deter- $ 409,643 $ 420,063 


mined by discounting the loans expected future cash flows at 
market rates for loans with similar credit risk. 


© Related-Party Transactions 


During the year, the Corporation entered into transactions 
with an affiliated company in which a significant ownership 
exists. These transactions relate to sales of mutual fund prod- 


ucts and include commissions and distribution costs at com- 
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These consolidated financial statements have been prepared 

in accordance with accounting principles generally accepted 

in Canada. United States generally accepted accounting prin- 
ciples (“US GAAP”) differ in the following material areas: 


(a) Cash and short-term investments 


Under US GAAP, only short-term investments with original 
maturities in excess of three months are excluded from cash 
and short-term investments as defined in Statements of 
Financial Accounting Standards (“SFAS”) No. 95. Such 
investments would have been reclassified to other assets. 


(b) Deferred taxes 


Under US GAAP, SFAS No. 109 requires deferred taxes to be 
accounted for by the liability method. Adjustments relate pri- 
marily to the difference in the book value and the tax value of 
affiliated companies and the recording of deferred taxes using 
current tax rates. 


(c) Other assets 

Under US GAAP, SFAS No. 115 requires trading securities be 
carried at market, with unrealized gains and losses included in 
earnings whereas under Canadian GAAP such assets are car- 
ried at the lower of cost or market. 


Differences from United States Accounting Princip 


(d) Primary earnings per share . 

Under US GAAP, primary earnings per share are calculated 
based upon the weighted average number of shares outstand- 
ing during each year plus common stock equivalents, such as 
common stock options, unless they are antidilutive. Primary 
income per share is computed as if common stock options 
were exercised at the beginning of the year, and as if funds 
obtained thereby were used to purchase the Corporation's 
common stock at the average market price during the year. 
Fully diluted income per share is calculated as if the proceeds. 
from the exercise of common stock options were used to pur- 
chase the Corporation’s common stock at its average market 
price during the year or its market value at the end of the year, 
whichever is higher. 


(e) Stock based compensation 


Under US GAAP, SFAS No. 123 encourages, but does not 
require, entities to record compensation expense based on the 
fair value of stock options on the date of grant. The 
Corporation expects to continue following the existing pro- 
nouncement which measures compensation expense based 
on the intrinsic value of the option on the date of grant. 

The application of accounting principles generally accept- 
ed in the United States as previously described would have the 
following approximate effects on the consolidated financial 
statements: 


Consolidated Balance Sheets 


Cash and short-term investments as reported 126 741. oe $ 103,188 
Effect of SFAS 95 bf (69,359) az — 
Cash and short-term investments - US GAAP a $ 103,188 
Other assets as reported a2 2,090 
Effect of SFAS 95 = 
Effect of SFAS 115 1,558 
Other assets - US GAAP $ 13,954 
Deferred taxes as reported $ 92,803 
Effect of SFAS 109 11,378 
Deferred taxes - US GAAP $ 104,181 
Shareholders’ equity as reported $ 288,452 
Effect of SFAS 109 (11,378) 
Effect of SFAS 115 1,558 
Shareholders’ equity $ 278,632 
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Consolidated Statements of Earnings and Retained Earnings 


ELS 1995 
Net earnings as reported $ 40,728 $ 29,450 
Effect of SEAS 109 (3,561) 205 
Effect of SFAS 115 1,826 (558) 
Net earnings - US GAAP $10,095 $r29:097, 


1995 


Primary 60,155,615 99,715,165 

Fully diluted 60,570,264 59,716,644 

Earnings per share: 

Primary $ 0.65 $ 0.49 

Fully diluted $ 0.64 $ 0.49 

The new earnings per share standard in the U.S. is similar to Consolidated statements of changes in 
current Canadian GAAP. financial position 


In addition to the adjustments previously described, under 
US GAAP, the payment of selling commissions and trust 
company borrowing and lending activities are classified as 


Operating activities. 

prin 199 /.cc0k 1996 1995 
Cash provided by (used in) operating activities =. . 
Under Canadian GAAP pS) £145,195 gS 0 83,231 $ 101,659 
Payment of selling commissions et, (210,715) = (138,168) (32,876) 
Trust company lending operations oi 6,939 (34,500) (47,630) 
Trust company borrowing activities -. (5,176) 69,598 34,535 
Under US GAAP -.$ (63,761): $ (19,839) $ 55,688 
Cash provided by (used in) financing activities ~ ee a 
Under Canadian GAAP $89,239 a $59,074 $ 29,904 
Trust company borrowing activities wees. 5,176 =: | (69,598) (34,535) 
Under US GAAP + $ 94415 $§ (10,524) $ (4,631) 
Cash provided by (used in) investing activities | a ee ue 
Under Canadian GAAP '$ --(210,881) , $ (183,572) — $ (99,581) 
Trust company lending activities f2~ 220 (6,935) x. 34,500 47,630 
Reclassification of short-term investments See (69,359) = = 
Payment of selling commissions eager 210,715 <3 138,168 32,876 
Under U.S.GAAP * $ (76,460) °! $ (10,904) —$_ (19,075) 


- Comparative Figt 


Certain comparative figures have been reclassified to 
conform with the presentation as at and for the year ended 
March 31, 1997. 
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Unaudited 
(millions of dollars except per share and price data) 


Fiscal 1 997. for quarter end. 


Earnings per share 
Fiscal 1996 for quarter ended June 30 September 30 December 31 March 31 
Revenues $ 61.30 $ 64.30 $ 66.30 S277 20 
Expenses - $ 45.90 $ 47.60. $ 50.90 $ 58.50 
Equity in earnings of affiliated companies $ 0.90 $ 0.80 » ea beg) $ 2.20 
Net earnings . yew) PAY $ 9.90 $ 11.90 
Earnings per share $ 0.16 $70.16 $0017, $ 0.20 
High/Low Share Prices — The Toronto Stock Exchange 23.50 
(in dollars) 
19.45 
17.50 
15.10 15.00 S 
13.50 ; 
75 11.75 # 
1st 0 onda 31d 4tha 1st 2ndQ 3rdQ Atha 
96 97 
Trading Volume — The Toronto Stock Exchange 21,727 


(in thousands of shares) 


11,015 


IstQ 2ndQ 3rndQ 4thaQ 1stQ 2ndQ 3rdQ 4thaQ 
96 97 
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1968 
1971 
1972 
1973 
1974 
1975 


1976 
1977 


1980 
1981 


1982 
1984 
1985 


1986 
1987 


1988 


1989 


1990 


1991 


a 6 egmETS 


eOpened Universal Canadian Balanced Fund and Universal World eciclice & 


Technology Fund in Canada 


 eOpened five lvy Funds in the United States: Ivy Asia Pacific Fond Ivy Global 
Natural Resources Fund, Ivy International Fund Il, Ivy mietationa! Small 
_ Companies Fund and lvy Pan- -Europe Fund 


*Launched the “Mackenzie University” Sete programs for independent 


financial advisors in Canada 


tee J te ee *Completed a public offering of edie er anes. Inc. com- 


mon shares and listed them on The Toronto Stock Exchange (stock symbol: MC\) 


¢ Opened Industrial Growth Fund 

¢ Opened Industrial Pension Fund 

e Acquired Industrial Equity Fund Limited 

e Mackenzie became a public company 

e Opened Industrial Income Fund 

e Acquired Industrial Dividend Fund Limited 

¢ Opened Industrial American Fund 

¢ Acquired ITCO Investment Fund Limited 

e Merged Industrial Dividend Fund Limited with ITCO 
Investment Fund Limited 

¢ Acquired 30% interest in U.S.E. Fund Management Ltd. 

e Mackenzie's common shares listed on The Toronto 
Stock Exchange 

e Acquired Mackenzie Equity Fund 

¢ Acquired Industrial Mortgage Securities Fund 

e Opened Industrial Cash Management Fund 

e Incorporated Mackenzie Investment Management Inc. 

¢ Opened the Mackenzie Series Trust funds in the 
United States 

e Opened Universal World Equity Fund 

e Acquired M.R.S. Trust Company 

¢ Opened Industrial Horizon Fund 

¢Formed Industrial Horizon Partnership 1987 and 1988 

¢ Opened Mackenzie Canada Fund in the United States 

¢ Opened Industrial Future Fund 

¢ Opened three tax exempt municipal funds in the 
United States 

eFormed Industrial Horizon Partnership 1989 

¢ Opened Industrial Bond Fund 

¢ Opened Mackenzie Growth and Income Fund in the 
United States 

¢Formed Industrial Horizon Partnership 

¢ Purchased minority interest in Midland Walwyn Inc. 

¢ Opened Industrial Balanced Fund 

¢ Opened Industrial Short-Term Fund 


1992 


1993 


1994 


1995 


1996 


e Acquired Ivy Management, Inc. and management of 
the four Ivy Funds in the United States 

e Opened Universal U.S. Emerging Growth Fund 

¢ Formed Industrial Horizon Partnership 1992 

¢ Opened four Ivy Funds in Canada 

¢ Formed Industrial Horizon Partnership 1992-II 

e Acquired the remaining 70% of U.S.E. Fund 
Management Limited and management of the four 
Universal Funds 

e Acquired Multiple Retirement Services Inc. 

¢ Opened Ivy China Region Fund and Ivy Emerging 
Growth Fund in the United States 

¢ Opened Universal Far East Fund, Universal World 
Asset Allocation Fund, Universal World Emerging 
Growth Fund, Universal Precious Metals Fund, 
Universal World Balanced RRSP Fund and Ivy 
Mortgage Fund 

e Formed Mackenzie Securitized Partnership 

e Listed Mackenzie's common shares on 
NASDAQ and The Montreal Exchange 

¢ Opened Universal European Opportunities Fund, 
Universal Japan Fund, Universal U.S. Money Market 
Fund, Universal World Growth RRSP Fund and 
Universal World Tactical Bond Fund 

¢ Opened Ivy Latin American Strategy Fund and Ivy 
New Century Fund in the United States 

e Launched the STAR asset allocation service 

¢ Formed Mackenzie Limited Partnership 1994 and 
Mackenzie Master Limited Partnership 

¢ Opened Universal Growth Fund 

e Expanded the Star asset allocation service 

e Issued $50,000,000 Series 1 and $50,000,000 Series 2 
Senior Unsecured Debentures 
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For the years ended March 31 
(thousands of dollars except per share figures) 


1996 1995 1994 1993 
Revenue $3 369, 312° : Z $ 269,409 $ 221,572 $ 187,623 $ 133,951 
Earnings before income taxes and P ae a 
equity in earnings (loss) of affiliated company = 295, 381 - 66,501 EWES! 40,935 25,970 
Income taxes oe ae e 31,003 25,066 19,586 14,177 
Equity in earnings (loss) of affiliated company * ©9,905. | 5,230 785 14,712 6,070 
Net earnings 65,514 © 40,728 29,450 36,061 17,863 
Operating cash flow ae 145,195 5 83,231 101,659 46,334 29,905 
Depreciation and amortization - "78,604 a 46,106 34,241 21,891 15,489 
Debentures and notes 131,341 37,973 44,184 50,000 om 
Shareholders’ equity 356781. 288,452 254,215 231,825 196,950 
Assets under administration ($ millions) nhs 22,152) 16,884 13,100 12,122 8,773 
Common shares outstanding . 61,129,815 9.628.015 59,264,115 59,254,115 58,128,400 ; 
Per share data 
Net earnings | MD $0.69 $0.50 $0.61 $0.31. 
Net earnings (fully diluted) pra S103. $0.66 $0.49 $0.60 $0.30 
Operating cash flow $241 2 $1.40 $1.71 $0.78 $0.52 
Dividends paid oe ~ $0.15 a $0.14 $0712 $0.11 $0.10 
Book value $5.84 $4.84 $4.29 $3.91 $3.39 
369.3 356.8 
Revenue Shareholders’ Equity 288.5 
(in millions of dollars) (in millions of dollars) ie: 
1508 1h tage : t k 
105.4 4 aA ‘ : 
97 97 
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1992 791 1990 1989 1988 1987 


$ 144.229 $ 151,596 $ 150,888 $ 105,437 $ 86,499 $61,717 
PE ee Eee 


eal) 61,137 75,423 48,144 35,428 26,926 
28.032 30,507 35,989 25,121 19,380 15,132 
z 1.006 (81) = a = oa 
PP aon 30,630 39,434 ERIE 16,048 11,794 
mr 40,213 58,568 24,067 3,553 24,105 
(age 11,769 8,770 3,751 2,073 1,761 


= to - = = 1,000 


aera Ee ee ee aes 
183,903 156,050 107,751 7 1520 48,974 33,487 


8,371 8,977 9,548 8,392 6,686 5,644 


37.87 1,700 97,100,400 54,075,400 53,647,400 52,289,900 46,134,900 
PS yr eRe ory ee Te eee 


NN ae 8 EL A | cc! 
$0,52 $0.55 $0.73 $0.43 $0.33 $0.26 

a 

; $0.5] $0.54 $0.71 $0.42 $0.30 $0.22 

$0.68 $0.73 $1.08 $0.45 $0.07 $0.52 

< on $0,09 $0.08 $0.07 $0.05 $0.037 $0.027 

: $3.18 $2.73 $1.99 $1.33 $0.94 $0.73 


22.1 


Assets under Management 
F Polar s of dollars) 


Book Value per Share 
(in dollars) 


pes) 

> 
sO 
oO 


DER AM vacua stelle mB 


Comparative figures for 1987 
reflect all prior stock splits 

(3 for 1: August 1979; 

2 for 1: September 1983; 

3 for 1: January 1986; 

3 for 1: September 1987) 


5.84 


97 
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Since the publication of our 1996 Annual 
Report, there have been three changes 
within the Corporation's Board of 
Directors. In January, 1997, Mr. Clifford 
Fletcher resigned as a director and his res- 
ignation was received by the Board with 
much regret. Following that resignation, 
Philip F Cunningham, the President of 
our Canadian Fund Operations, and 
James L. Hunter, our Chief Operating 
Officer, were added to the Board. 
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ALEXANDER CHRIST 


President and Chief Executive Officer 
Mackenzie Financial Corporation 


CADAVID CLARK 


Corporate Director 
Former Publisher and 
Chief Executive Officer 
The Globe and Mail 


DERMOT G. J. COUGHLAN 


Chairman and Chief Executive Officer 
Derlan Industries Ltd. 


WILLIAM G. CRERAR 


Chairman 
Mackenzie Financial Corporation 


PHILIP F. CUNNINGHAM 


Executive Vice-President 
Mackenzie Financial Corporation 


PETER K. HENDRICK 


Corporate Director 
Former Vice-President and Director 
Wood Gundy Inc. 


JAMES L. HUNTER 


Executive Vice-President and 
Chief Operating Officer 
Mackenzie Financial Corporation 


F. WARREN HURST 


Corporate Director 
Former Senior Policy Advisor 
Investment Dealer's Association of Canada 


ALASDAIR J. MCKICHAN 


Corporate Director 
Former President 
Retail Council of Canada 


The Board is currently comprised of nine directors. Messrs. Christ, Cunningham and Hunter 
represent management on the Board. Five of the remaining six directors are “unrelated directors” as 
defined in The Toronto Stock Exchange Guidelines for Improved Corporate Governance in Canada. 

There are two Committees of the Board of Directors: the Audit, Finance and Risk Committee and 
the Human Resource and Corporate Governance Committee. All of the members of the two 
Committees are non-management directors and a majority of the members of each committee are 
unrelated directors. Together, the Committee mandates include processes to ensure that the 
Corporation currently meets all of the TSE Guidelines relating to corporate governance. 


PETER K. HENDRICK 
F. WARREN HURST (Chairman) 


WILLIAM G. CRERAR 
ALASDAIR J. MCKICHAN 
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ALEXANDER CHRIST 
President, Chief Executive Officer 


PHILIP F. CUNNINGHAM 
Executive Vice-President 


HAROLD P. HANDS 


Executive Vice-President, Legal 
and Secretary 


JAMES L. HUNTER 


Executive Vice-President, 
Chief Operating Officer 


MICHAEL G. LANDRY 
Executive Vice-President, U.S. Operations 


NEIL LOVATT 
Vice-Chairman, Chief Investment Officer © 
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JEAN G. BUBENDORFE 
Sales 


ANDREW H. DALGLISH 
Shareholder Services 


JAMES T. DRYBURGH 
Chief Financial Officer 


DAVID B. FEATHER 
Marketing 


TIMOTHY P. GLEESON 


Investments 


JERRY R. JAVASKY 


Investments 


LAURIE J. MUNRO 
Marketing 


STEPHEN M. PoOzGaj 
Chief Information Officer 


WILLIAM F. PROCTER 


Investments 


JOHN E. ROHR 


Investments 


PEGGY ROHR 


Business Planning 
& Corporate Administration 


JOHN D. ROTHWELL 


National Sales Manager 


MoIRA A. SAGANSKI 


Business Development 


B. ANN SAVEGE 
Fund Administration 


FREDERICK H.S. STURM 


Investments 


MARK A. TIFFIN 
Marketing 
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PAUL D.V. ALLAN 


Sales 


Topp E. BACKMAN 


Sales 


MICHAEL E. BARNETT 
Sales 


KIMBERLEY BARTON 
Information Security and Standards 


DEREK J.M. BATTY 


Systems Development 


MARSHALL S. BLACK 


Network Services 


ALEXANDRA BRIGHT 
Finance & Reporting 


W. SIAN B. BROWN 
Legal 


ASHLEY C. CAMERON 


Sales 


LORETTA K. CASSELL 
Marketing Production 


PETER C. CHISHOLM 


Sales 


MARK FE. J. FOLEY 


Client Services 


JAMES D. FRASER 
Marketing 


CHAN K. GHOSH 


Computing Services 


G. ANDREW GRANT 


Sales 


HOWARD H. GRoss 


Sales 


TIMOTHY A. HERRON 


Sales 


CARL P. JAMES 
Sales 


WILLIAM D. KANKO 


Investments 


ROBERT A. MASK 


Marketing Services 


DAVID W. McCCULLUM 


Human Resources 


CHRIS W. MCKIM 


Executive Information Systems 


VERONICA A. ONYSKIW 


Investments 


TERRENCE N. O’SULLIVAN 
Sales 


ROBERT M. PARADIS 


Shareholder Processing 
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Group Plans Sales and Marketing 


RICHARD P. SAMBROOK 
Pension Fund Marketing 


Marcus H. SLADE 


Sales 


DAVID K. WONG 


Asian Investor Services 


MILLIE M. L. WONG 


Fund and Trust Accounting 


CANDY Wu 


Sales 
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| Mackenzie 


Building Financial Independence 


The Industrial 
Group of Funds 


Industrial American Fund 
Industrial Balanced Fund 

Industrial Bond Fund 

Industrial Cash Management Fund 
Industrial Dividend Growth Fund Limited 
Industrial Equity Fund Limited 
Industrial Future Fund 

Industrial Growth Fund 

Industrial Horizon Fund 

Industrial Income Fund 

Industrial Mortgage Securities Fund 
Industrial Pension Fund 

Industrial Short-Term Fund 


Portfolio Management Sub-advisors 


. Henderson Administration ple, London, England. 
Thornton Management (Asia) Ltd., Hong Kong. 


. Mackenzie Financial Corporation, Toronto, Canada. 
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WEY Gavated Wiel 
Mackenzie California Municipal Fund 
Mackenzie Limited Term Municipal Fund 
Mackenzie National Municipal Fund 
Mackenzie New York Municipal Fund 


. Mackenzie Investment Management Inc., Boca Raton, Florida, U.S.A. 


. Cursitor-Eaton Asset Management Company, Paris, France. 


. Northern Cross Investments Limited, Hamilton, Bermuda. 
. Bluewater Investment Management Inc., Toronto, Canada. 
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The Universal Pind sees eee eee 
Ivy Canadian Fund Universal Americas Fund! 
Ivy Enterprise Fund Universal Canadian Balanced Fund’ 
Ivy Foreign Equity Fund Universal Canadian Growth Fund Limited? 
Ivy Growth and Income Fund Universal Canadian Resource Fund 
Ivy Mortgage Fund Universal European Opportunities Fund? 
Universal Far East Fund? 
Universal Growth Fund 
Universal Japan Fund? 


Universal Precious Metals Fund 

Universal U.S. Emerging Growth Fund! 
Universal U.S. Money Market Fund 
Universal World Asset Allocation Fund? 
Universal World Balanced RRSP Fund! 
Universal World Emerging Growth Fund? 
Universal World Equity Fund? 

Universal World Growth RRSP Fund! 
Universal World Income RRSP Fund! 
Universal World Science and Technology Fund!?®> 
Universal World Tactical Bond Fund‘ 
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Ivy Asia Pacific Fund 

Ivy Bond Fund 

Ivy Canada Fund* 

Ivy China Region Fund 

Ivy Emerging Growth Fund 

Ivy Global Fund 

Ivy Global Natural Resources Fund? 
Ivy Global Science & Technology Fund 
Ivy Growth Fund 

Ivy Growth with Income Fund 

Ivy International Fund® 

Ivy International Fund II 
Ivy International Small Companies Fund 
Ivy Latin America Strategy Fund 

Ivy Money Market Fund 

Ivy New Century Fund 

Ivy Pan-Europe Fund 


Pe, Se 
Sibi iashp ki tele Creer ip: fe 


Hany brea i sa cca 


ohh eh iron vastiaiy Saari t 
“howl eooleutivagn® mo Re jor and 
Ehests teal aA leant J 
roped Werte, d idanerical 
bel weal lee 
pee: 4% nil yy Length 
‘tyrant aalnics ) qrighiaa opt.) Supa inter 


opie » i 1 aes a cae! * maa 


\iwitall hal neg brah teen a 
hye 


histy 


‘ haste hed 
ivr) AAPL Wes iby he i ke arin 
burg GENK aerloe Hiya 8 hacer f 


"CARTY COROT i hppa! AR i sl thas 


tnd Giwitt ee aitonT f herr airing 


The annual meeting of shareholders will be held on 
Friday, September 12, 1997, at 10:00 am 

at The Glean Gould Theatre, 

256 Front Street West, 

‘Toronto, Ontario. 


Mackenzie Financial Corporation 

150 Bloor Street West 

Toronto, Ontario 

M55 3B5 

(416) 922-5322 
http://www.mackenziefinancial.com 
E-mail: invest@mackenziehi nancial.com 


Harold P. Hands, Secretary 
Mackenzie Financial Corporation 
150 Bloor Street West 

Suite M11] 

‘Toronto, Ontario 

M5S 3B5 


CIBC Mellon Trust Company 
Corporate Trust Services 

393 University Avenue 
SthFloor 

Toronto, Ontario. 

M5G 2M7 


The Toronte Stock Exchange ~ MKF 
Montreal Exchange - MKE 
NASDAQ - MKECE . 
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Financial independence 
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